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THE METHODS OF THE SAVINGS SURVEY 


Although there is a growing literature on the technique of sample surveys, 
detailed reports on the inner workings of particular surveys are comparatively 
rare. Where the technique employed follows a simple or well-worn pattern 
there is, of course, no need for lengthy description. This survey, however, 
“vas exceptional in several respects; and the story of its planning and execu- 
tion may be of interest to many engaged in, or contemplating, investigations 
in the broad field of social and economic affairs. 

In writing this article I have also had in mind that it is the duty of those 
who publish statistical material to give an account, for the benefit of potential 
users of the information, of how the data were collected, in what form they 
were first recorded and of the various processes through which they passed 
before they emerged before the public eye. Few, if any, economic statistics 
are entirely reliable: where the human agency is at work there are bound 
to be misunderstandings and mistakes. It is the task of the statistician to 
assess the importance of the various causes of error and to interpret the figures 
at his disposal in the light of this assessment. To perform his function 
adequately he must be acquainted as fully as possible with the methods by 
which the data were compiled. 


DEFINING THE PURPOSE OF THE SURVEY 


In the textbooks, emphasis is rightly laid on the importance, at the outset 
of planning any survey, of defining its purpose. This is often a tedious and 
brain-twisting task; and there is a strong temptation to pass it over as lightly 
as possible. But it has been proved many times that any fault or oversight 
in the opening stages of a survey has magnified repercussions in thelater stages. 
It is usually impossible to forsee every problem; but the more that are fore- 
seen the better. 

The aims of this inquiry were twofold : it was firstly required as a means 
of filling some well-known gaps in our economic statistics, and especially to 
provide estimates of the distribution of liquid assets amongst persons and of 
the volume of personal saving and its relation to personal income. On this 
side of the survey, the emphasis was on the description of the behaviour and 
characteristics of the population. The second aim, which flowed naturally 
from the first, was to collect data for an analytical treatment of the problem of 
personal saving. In this part, the methods of mathematical statistics would 
be brought to the aid of an informed judgement in order to distinguish, and 
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to measure the importance of, the various factors determining saving be- 
haviour. 

For both these purposes it was necessary to collect the same central 
group of facts, notably the liquid asset holdings and saving of each unit of 
the population. It was also essential to record various social, or socio- 
economic, characteristics of the people interviewed, such as their age, sex, 
marital status, occupation, industry and number of dependent children. 
For both purposes it was desirable to know each person’s income; and there 
were obvious advantages in ascertaining the housing tenure of the persons 
interviewed and their ownership of and expenditure on the purchase of 
durable goods. 

These purposes determined the plan of the survey. From them flowed 
ultimately all subsequent decisions, on the sampling unit, on the sample 
design, on the questions to be asked, on the tabulating methods and on 
innumerable other matters. The entire plan was interlocking and carefully 
balanced: considerations of convenience of interviewing, coding, editing 
and tabulating had each to be taken into account in drawing up the question- 
naire; while problems of accuracy were weighed against cost both in the 
design of the sample and in the method of tabulation. 


THE ORGANISATION OF THE WORK 


This project was initiated as part of the research programme of the 
Oxford University Institute of Statistics, and it was the first of its kind to 
be undertaken in this country. It was well recognised that we were attempting 
to collect information on an unusually difficult subject, about which many 
people might be expected to be somewhat reticent, to say the least. Advice 
was sought from various quarters and the fullest use was made of the experi- 
ence of the Survey Research Center of the University of Michigan, who are 
responsible—as agents of the Federal Reserve Board—for the Surveys of 
Consumer Finances in the United States. 

In order to test the reaction of the people of this country to questions 
about their personal finances, and at the same time to gain some insight into 
the distributions of the variables in which we were interested, we decided to 
make a small pilot survey. This was carried out in the City of Oxford in the 
spring of 1951: a sample of about 400 people were interviewed and the 
results were encouraging.’ On this basis, we were able to proceed to the 
planning of a national survey. 

A local survey can easily be undertaken with a small group of specially- 
selected interviewers. In the Oxford pilot survey most of the interviewers 
were people connected in some way with the University, although under- 
graduates were not employed. For a national survey, however, it is necessary 
to have at one’s disposal a force of fieldworkers spread over all parts of the 


* A description of the methods used in the Oxford survey, and of its results, can be found 
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country. Moreover, the administrative side of a national survey is on a 
correspondingly large scale: the drawing of the sample alone is a large and 
complicated business, and the organisation and control of interviewers, coders 
and the people engaged in the operation of punched-card machinery requires 
an experienced headquarters staff. 

To assist us in all these matters we turned to the Social Survey, an expert 
organisation, established and maintained by the government for the purpose 
of carrying out sample surveys. The Social Survey were allowed to give us 
the benefit of their ‘technical advice and assistance’ in all aspects of the 
work, Their co-operation was extremely valuable to us: the sample was 
drawn according to their design and under their supervision; the question- 
naire found its final shape in their hands; and the complicated scheme of 
tabulations was the product of their ingenuity. Moreover, we were very 
fortunately able to employ some of the Social Survey’s interviewers. 

While the Social Survey supplied indispensable assistance in all these 
ways, the Institute remained responsible for the general lines of the survey 
and of the sample design, for determining the content of the questionnaire, 
for deciding what tables should be produced and for the analysis and publi- 
cation of the results. In addition, one of the vital processes—the so-called 
‘ editing’ of the forms— was carried out at the Institute. The object of this 
process, and the work that it invofved, will be described in its proper place 
below. 

The problems encountered in the planning and execution of the survey, 
and the methods by which they were resolved, will be outlined in the following 
order: first, the design of the sample and the methods used in drawing the 
sample; second, the information required and the design of the question- 
naire; and third, operational procedure, including fieldwork, editing, 
coding, and tabulation. The article will conclude with a discussion of the 
reliability of the results, in the course of which some information will be given 
about sampling errors. 


THE SAMPLE DESIGN 

The Elementary Unit 

Before one can begin to design a sample, it is necessary to define the 
elementary unit whose characteristics are to be measured. The elementary 
unit is that unit for which information is required in the form of frequency 
distributions, means, standard deviations and so on. It is not necessarily a 
unit which is used in any of the actual stages of sampling, since elementary 
units need not be selected individually but are frequently chosen in ‘ clusters’. 
For example, in a survey in which it is desired to measure the characteristics 
of individual persons the sample may be drawn as a sample of households, all 
the persons in each household being included as a cluster. : 

In this survey the elementary units were to consist,’ so far as possible, of 
groups of people of such a type that each was governed by a single will in the 
allocation of its resources. These resources would be the group’s pre-existing 
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stock of assets, plus income received during the year; and the possible uses 
would be expenditure on consumption and additions to assets. Clearly, 
therefore, the elementary unit should be a group of persons who could be 
expected to pool their incomes and their assets, and to arrive at a common 
understanding about the use to be made of these resources in any given period 
of time. 

No objectively definable group of persons conforms exactly to these 
criteria: the range of variation in human behaviour is extremely wide. But 
the nearest approximation, under the conditions of family life existing in 
Britain to-day, seemed to be that group which we call the “income unit’. 
It consists either of a single person, aged 18 or over, or of a married couple 
—children of under 18 being attached to their parents or guardians. The 
income unit, as thus defined, is often identical with a complete household; 
but households which contain more than one married couple, or a married 
couple plus one or more single persons, or several single persons, contain 
several income units. 


Coverage of the Survey 

Another question that needed early decision was the delimitation of the 
population to be covered by the survey. In this country, whose boundaries 
vary disconcertingly between one statistical series and another, the first aspect 
of coverage that has to be determined is the geographical one. Ideally, all our 
national economic information should relate to the same area: and, for 
preference, that area should be the United Kingdom of Great Britain and 
Northern Ireland. However, the field force at our disposal in this survey did 
not cover Northern Ireland; and the cost of sending interviewers there, or 
recruiting them specially for the survey, would have been heavy. So it was 
decided to limit the survey to Great Britain. The population of Northern 
Ireland, thus excluded, amounted in June 1952 to about 1,375,000, or some 
2.75 per cent of the population of the United Kingdom. : 

The next problem of coverage was to decide whether to give all the 
elementary units in the population a chance of being chosen for the sample. 
Here again the ideal was that the survey should have the maximum coverage; 
but practical difficulties led to certain exclusions. For reasons which will be 
explained below, the sampling units drawn in the final stage of sampling in 
this inquiry were ‘ rateable units’ of property. These rateable units, which 
are identified by the fact that they are premises which are separately assessed 
for local rates, vary in size from small houses and flats occupied by one or two 
income units to hotels, colleges, hospitals and other large institutions con- 
taining dozens, or even hundreds, of income units. The procedure followed 
in making interviews in private dwelling-houses was, generally speaking, to 
include in the sample the entire cluster of income units found there; but it 
would have been quite impracticable, and indeed undesirable from the point 
of view of sampling precision, to have tried to interview the whole group of 
inhabitants of an institution. The best alternative would have been to list all 
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institutions separately and to apply a different sampling procedure to them, so 
that not more than one or two interviews had to be made in each institution. 
But this would have been a difficult and expensive operation; and, in any case, 
the chances of obtaining successful interviews with people living in institutions 
were considered questionable. 

It was therefore decided to limit the coverage of the survey to income units 
living in private households. A private household is one which makes its 
own housekeeping arrangements: it may include boarders, but, by an 
arbitrary rule, households which contained more than three boarders were 
treated as commercial boarding-houses. At hotels, public houses and com- 
mercial boarding-houses the income unit to which the resident proprietor or 
manager belonged was included in the sample, but neither the guests nor the 
staff were interviewed. No interviews at all were made at hospitals, boarding- 
schools, prisons, hostels or other institutions. 

In sum, the population covered by this survey comprised the income units 
living in private households in Great Britain. At the time of the 1951 Census 
the population of institutions in Great Britain amounted to about 24 million. 
Hence the total exclusions from the survey coverage, for Northern Ireland 
and the institutions combined, represented somewhat less than 4 million out 
of the total population of the United Kingdom of over 50 million. 


General Principles of Design 

The general objective of sample design is to provide the maximum of 
precision for the minimum of cost. The precision, or reliability, of a sample is 
inversely related to its sampling error : the greater the sampling error, the less 
the precision of the sample estimates, and viceversa. Hence, the aim of sample 
design can be regarded as being either (a) to achieve a sampling error of given 
size for the least possible cost, or (5) to achieve the least possible sampling 
error for a given cost. In most sample surveys it is desired to obtain estimates 
of several different kinds—means, medians, proportions and so on—for several 
different attributes or variables. A design which is most efficient for one 
purpose will not always be that which is most efficient for the others; and it is 
usually necessary to make a choice between possible designs so as to achieve 
the best all-round results. 

If all interviews were of equal cost the problem of sample design would be 
comparatively easily solved. The most efficient design would almost always 
‘be that in which the largest number of elementary units was chosen directly 
and at random, subject to ultimate limitations of cost. The precision of such a 
sample might well be improved by suitable stratification; but even in a 
stratified sample the elementary units would continue to be selected directly, 
in one stage. To carry out such a one-stage sample it would be necessary to 
have a complete list of the elementary units in the population. We are for- 
tunate in having in this country a more or less complete list of the adult 
population in the form of the Electoral Register, which could be used for 
drawing a one-stage sample of the population. But the Electoral Register 
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is never, in fact, used in this way, since the list of addresses drawn from it in 
a random sample of the whole population of Great Britain would be very 
widely scattered and the interviewing costs would be extremely high. 

The point is that the cost per interview is, generally speaking, never con- 
stant. If, for example, it had already been arranged to make a certain number 
of interviews in specified towns, the cost of adding extra interviews to the 
sample would usually be much greater if the extra interviews were to be made 
in new towns than if they were simply to be added to the quotas of the existing 
towns. It is usually necessary to have a different interviewer in each town; and 
each additional interviewer involves an extra overhead cost of briefing and 
training. Also the drawing of a sample in a new town generally entails special 
expense, whereas the cost of drawing extra units in towns where a sample is 
already being drawn is negligible. Hence, the addition of interviews by 
extending the number of towns is almost always more costly than the addition 
of interviews by increasing the number to be made in existing towns. 

As a consequence of these considerations, the normal practice in all surveys 
is that the sample is drawn in several stages. At the first stage a sample of 
towns or districts is chosen from a complete list of all towns and districts; and 
within each town or district there are further stages of sampling. Since there 
are in this country effective lists of addresses within towns and districts, 
from which individual addresses or rateable units can be selected, it is not 
usually necessary to go beyond a second stage of sampling. 

One of the chief problems of sample design in multi-stage samples is to 
determine the optimum number of first-stage units (7.e., towns or districts) 
to be selected. For a given total number of interviews, the larger the number 
of first-stage units employed the greater, in almost all cases, the precision of 
the sample estimates. At the same time, as has been shown, an extension 
of the number of first-stage units increases the cost of the survey, even when 
the total number of interviews remains constant. An exact solution of this 
problem can be reached only on the basis of accurate information about the 
relative costs of extending the sample in different ways and of the relative 
variability of first- and second-stage sampling units. To take an extreme 
example, if all first-stage units were identical in structure, their variability 
would be zero and there would be no advantage in taking more than one of 
them in the sample: hence, the desired information could best be obtained 
by making all the interviews in a single town or district. At the other extreme, 
if all the second-stage units (e.g. households) within each town were identical, 
there would be no advantage in taking more than one household from each 
town, and the best procedure would be to extend the number of towns 
sampled as far as cost would allow. Actual conditions fall somewhere in 
between these two extremes. There is always some variability between towns 
and within towns ; and the most efficient sample design depends on the 
relation between these two sources of variation. 


1 For a fuller discussion of this problem, and of other technical as i 
; : , pects of sampling, 
reference may be made to: [Footnote continued on . 208 
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The First Stage of Sampling 

The type of sampling unit used at the first-stage of sampling is largely 
determined by the nature of the lists that are to be employed in sampling at 
the second stage. If the Electoral Register were to be used at the second stage 
it would be natural to take constituencies, wards or polling districts as the 
first-stage units. Since, in this survey, it had been decided to sample rateable 
units of property at the second stage, it followed that the units to be sampled 
at the first stage should be districts covered by separate rating authorities. 

The authorities responsible for compiling Valuation Lists in England 
and Wales are the county and other borough councils, and the urban and 
rural district councils. In Scotland the rating authorities are the counties and 
large burghs. The total number of rating authorities in Great Britain is in 
excess of 1,500, and their populations vary widely in size and in other 
respects. At one end of the scale—as can be seen from Table 1—there are 
six authorities with populations of half a million or more. These great towns 
—Glasgow, Birmingham, Liverpool, Manchester, Sheffield and Leeds— 
embrace between them over 44 million people, or nearly 10 per cent of the 
population of Great Britain. At the other extreme are 214 urban and rural 
districts, each covering less than 5,000 people, whose aggregate population 
amounts to less than 2 per cent of the total. Amongst them are such places 
as the Rural District of 'Tintwistle in Cheshire, whose population at the 1951 
Census was 1,362, or the Municipal Borough of Bishop’s Castle in Shrop- 
shire, with a population of only 1,291; while in Wales there are four authori- 
ties covering populations of less than 1,000 each. 

In view of the great variability in the first-stage units, it is desirable either 
to stratify them or to group them into heterogeneous clusters. Stratification 
is the process of dividing up the population into groups which are expected to 
be reasonably homogeneous. Its purpose is to reduce the average variance 
(square of the standard deviation) in each group compared with the variance 
of the population: its effect, if successful, is to produce an equivalent 
reduction in the variance of estimates derived from the sample. Grouping 
the units into clusters can be helpful if it produces greater homogeneity 
between the clusters: for example, large and small units might be grouped 
together so as to create clusters containing approximately equal populations; 
or rural districts could be bound up with metropolitan areas so as to make 
each cluster a more representative microcosm of the whole country. It is 
generally true, however, that when there is sufficient knowledge of the 
characteristics of the sampling units to make possible the formation of 
‘ representative’ clusters, the same knowledge can be used with greater 
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effect for purposes of stratification. The method of clustering, therefore, is 
usually employed only when the opportunities for stratification have been 
exhausted, as, for example, when the number of strata is already equal to 
the number of sampling units to be selected. In such a case, if more sampling 
units were being drawn it would be possible to use the additional information 
for further stratification; but since it cannot be so used it may still be employed 
for the-purpose of producing ‘ representative ’ clusters within each stratum. 

In this survey it was decided to aim at a final sample of income units, 
successfully interviewed, of about 2,500. It has been found from experience 
at the Social Survey that the most efficient distribution of interviews in a 
sample of this size is generally one in which each interviewer has between 30 
and 40 interviews to complete. This implies a sample of first-stage units in the 
region of 60 to 80. In fact, in this survey, the number of first-stage units 
selected was 69. It was further decided that the stratification of the first-stage 
units should be carried to its fullest possible extent, z.e., that the number of 
strata should be equal to the number of first-stage units selected. The 
advantage of this procedure is that the greatest possible use is made of prior 
information in order to improve the precision of the sample; but it carries 
with it, as we shall see, the disadvantage that, since only one unit is taken from 
each stratum, the sampling errors of these estimates cannot be accurately 
determined. However, where a choice lies between improving the precision 
of the estimates derived from a sample or of the estimates of the sampling 
errors of those estimates, it seems clear that the former alternative should be 
taken. 

The next step was to determine what methods of stratification should 
be employed. It will be recalled that the purpose of stratification is to group 
the sampling units in ways which will reduce the variance within each group 
below the variance of the population as a whole. Thus, the problem in 
this case was to classify the 1,526 rating authorities in Great Britain into 69 
groups which would each be as homogeneous as possible in respect of the 
principal variables with which we were concerned. One restraint on the 
freedom of grouping was that each stratum should contain approximately 
the same number of ultimate units—in this case, income units—since the 
number of interviews to be made in each district was to be approximately the 
same. 

The actual methods of stratification employed were as follows : firstly, 
the rating authorities were grouped into 12 regions, corresponding approxim- 
ately to the standard regions. One of these—the Greater London Conurba- 
tion—was further subdivided into three sub-regions, consisting of (i) the 
north-west zone, (ii) the north-east zone and (iii) the southern zone. Secondly, 
within each region the rating authorities were divided into urban and rural, 
or—in the case of Scotland—into large burghs and counties. The rural dis- 
tricts are, of course, those which are so described in their official title : they 


are not always particularly rural in respect of the occupations—or other 
characteristics—of their inhabitants. 
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The third—and final—stage of stratification was carried out in various 
ways. In most parts of England and Wales, areas were classified according to 
the Social Survey’s ‘ industrialisation index’, which is a measure, for each 
rating authority, of the ratio of the combined rateable value of all industrial 
hereditaments in the area to the total rateable value of the area. This provides 
a rough indication of the degree of industrialisation of the area; and the Social 
Survey have found a significant correlation, for areas outside London, between 
their industrialisation index and the proportion of the population who are 
in the highest income group (and inside London between rateable value per 
head and the same economic characteristic). In this survey, we have not 
found very strong evidence of association between the industrialisation index 
and such variables as the mean income, asset holdings and saving of income 
units. But, of course, any method of stratification of the first-stage units 
which reduces their variability within strata—even by a small amount—is 
very useful, since it can be done at insignificant cost. 

In Greater London, the third stage of stratification was made with refer- 
ence to ‘ other rateable value per head.’ This figure is obtained when the 
total rateable value of hereditaments other than industrial and freight- 
transport hereditaments—z.e., mainly residential and commercial property— 
is divided by the population of the area. Finally, the Scottish Counties were 
stratified by population per acre; and the large burghs of Scotland and 
certain large towns in England were stratified by population size. 


TABLE 1 
Distribution of Rating Authorities by Population 
England and Wales Scotland 
Population at Borough Rural Counties Total for 
1951 Census and Urban Districts and Large Great 
Districts Burghs Britain 
Under 5,000... ie 182 32 — 214 
5,000— ee ae 185 104 2 291 
10,000— we its 213 188 5 406 
20,000— nee a 109 91 11 Agta 
30,000— See a 70 39 5 114 
40,000— Bes sisi 54 17 10 81 
50,000— = at 101 6 14 121 
100,000— Ree ace 64 — 7 71 
250,000— eile mae 9 — 2 11 
500,000 and over nies 5 — 1 6 
Total ... ‘a3 ngs 992 477 57 1,526 


It might have been thought that, in view of the striking variations in 
population size of the first-stage units, as indicated by Table 1, it would be 
essential to use population size as one of the stratifying factors in all cases. 
It has been shown, however, that this can be avoided by the simple technique 
of sampling with ‘ probability proportionate to size’. Within each stratum of 
first-stage units, instead of choosing, say, one unit at random, each unit 
being given an equal probability of selection, the units are weighted according 
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to some measure of their size, preferably one which is closely related to the 
number of elementary units they contain, and the probability of selection 
of a particular unit is then governed by its relative weight. If, for example, a 
stratum contained 5 units with a population of 100 each and 50 units with a 
population of 20 each, selection with equal probabilities would give each of 
the so small units an equal chance of selection to each of the 5 large units. 
The sample would not be biased but it would be subject to a large sampling 
error. If, on the other hand, the sample were chosen in such a way as to 
give each large unit—containing 100 people—five times as great a chance of 
being selected as a small unit—containing only 20 people—the effect would _ 
be to reduce the sampling error very considerably. By the first method, one 
would expect to obtain in any sample one large unit to every 10 small units; 
by the second method, the expectation would be one large unit to every two 
of the small. This difference in probability of selection would, of course, 
have to be taken into account in compiling estimates from such a sample: 
and an automatic system of weighting can be obtained by using probabilities 
of selection of second-stage units which are inversely proportional to the first- 
stage probabilities. This was the procedure used in this survey. 

When the population of Great Britain is divided into 69 strata of approx- 
imately equal size, some rating areas are so large as to occupy an entire 
stratum to themselves. The average number of people per stratum is about 
700,000; and the four towns—Birmingham, Glasgow, Liverpool and 
Manchester—each of which is an independent rating area with a population 
exceeding 700,000, were taken automatically for the sample. In addition it 
was found convenient to include the City of Edinburgh on its own, although its 
population is somewhat less than half a million. The remaining rating areas 
were grouped into 64 further strata, with total populations ranging from 
533,000 to 1,105,000. The number of rating areas included in each stratum 
varied quite widely. Apart from the five one-town strata, there were three 
strata in England consisting of two towns, and three of the Scottish strata 
contained five units or less. The majority of the strata, however, contained at 
least 20 rating areas. 

To summarise the procedure: the 1,526 rating areas of Great Britain 
were grouped into 69 strata; five of these were single towns so large as to 
occupy a complete stratum; the other 64 were groups of rating areas which 
had been stratified by region, by whether they were urban or rural areas, and 
by some further factor such as the ‘ industrialisation index’. Within each of 
these 64 strata one rating area was chosen at random, each area being given 
a probability of selection proportionate to its population. 


The Second Stage of Sampling 

The purpose of sampling at the second stage is to obtain as precise esti- 
mates as possible of the characteristics of the first-stage units. In so far as 
the first-stage units vary amongst themselves—within each first-stage stratum 
—there will inevitably be some sampling error in making estimates from a 
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sample of first-stage units. This would be so even if a full count were made 
of the population within each first-stage unit. If, in fact, a full count is not 
made, and the parameters (e.g., the means) of the first-stage units are estimated 
by sampling within the first-stage units, there will be a further contribution 
to the total sampling error. In other words, the variance of estimates of the 
means of the first-stage units is added to the variance of those means them- 
selves and there are thus two causes of variance in the final sample estimates. 
It is obviously of some importance, therefore, to reduce as far as 
possible the second-stage contribution to the total sampling variance. 
This again, may be achieved by the methods of stratification and of clustering 
of the second-stage units, already described in the discussion of the first stage 
of sampling. 

There are two lists of the population, or of dwellinghouses, which can be 
adapted for drawing samples of income units within towns and other areas. 
The first is the Electoral Register, which gives the names and addresses of all 
adult persons registered as eligible to vote. The second is the list of rateable 
property kept by each local rating authority. Neither of these is a list of income 
units as such, but their easy availability more than compensates for this 
defect. Moreover, both lists offer certain opportunities of stratification of the 
sampling units. In the case of the Electoral Register, it has been shown that 
both areas and individual person’ can be stratified by reference to the inci- 
dence of the juror qualification.1 In the case of the rating list, units of 
property may be stratified by their rateable values. 

At the time of this survey, the methods of stratification by reference to the 
juror qualification had not been fully developed, and it was considered that 
the rating lists would provide the most useful frame for sampling at the 
second stage. Experience in the Oxford pilot survey had shown that some 
improvement in the precision of estimation could be achieved if a sample 
of rateable units was drawn after stratification by rateable value. Moreover, 
an even greater gain in precision was obtainable if, instead of selecting rateable 
units from within strata with equal probability, each stratum was given a 
different probability of selection, depending on the variance of the population 
within that stratum. The theory of this technique, known as ‘ stratified 
sampling with variable sampling fraction’, was developed by Neyman, who 
showed that the maximum improvement in the precision of estimation of the 
mean of any variable can be obtained if the sampling fraction employed within 
each stratum is proportionate to the standard deviation of the variable within 
that stratum. Thus, if the sampling fractions within strata are denoted by 


fo fo ..- and the standard deviations within strata by o,, 2, .. . the 
optimum allocation of the sample between strata is obtained where 

fr af oar se 

M4 O2 


1See P. G. Gray, T. Corlett and P. Jones: ‘The Proportion of Jurors as an Index of 
the Economic Status of a District’, published by the Social Survey, London, 1951, 
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The effectiveness of stratification as such depends on the possibility of 
grouping together units of the population into strata which are more internally 
homogeneous than the population as a whole. When the units can be stratified 
by some criterion which achieves this object the within-strata standard 
deviations may all be reduced very considerably. But even if efficient means of 
stratification in this sense are lacking something can be gained if it is possible 
at least to separate off one or more fairly homogeneous strata, containing the 
bulk of the population, and isolate a residual of more variable composition. 
Then estimates of the characteristics of the relatively homogeneous strata 
can be made with a sufficient degree of reliability on the basis of a less than 
proportionate sample and greater efforts can be concentrated on obtaining 
reliable estimates of the characteristics of the heterogeneous stratum. 

From the results of the Oxford pilot survey it was known that the principal 
variables under study in this survey tend to vary more widely amongst people 
living in large (or more highly-rated) houses than amongst those living in 
small (low-rated) houses. For example, people living in small houses rarely 
have very large incomes or liquid assets; in other words, the small houses 
constitute a fairly homogeneous stratum. On the other hand, people living in 
large houses show considerable variations in their incomes and asset holdings. 
This is mainly because highly-rated houses are of two types: those which are 
occupied by only one household, whose income is usually on a correspondingly 
high level, and those which are occupied by several poorer households. The 
latter class of houses often contains the older ones in the centre of the town, 
which are used as lodging-houses or are partially broken up into flats. 


TABLE 2 
Means and Standard Deviations of Three Principal Variables, shown in Relation to Rateable 
Value 
Rateable Gross income Liquid assets Saving Number of 
value of s/s | | | —_— |__—] _ income 
dwellings* Mean SD: Mean Seb: Mean See units in 
£ £ £ £ £ £ sample 
Under £5 Ari 282 209 84 ya +9 66 64 
£5—9 ... is 356 745 172 1,323 +12 173 452 
£10—14... aie 360 198 123 350 — 3 92 482 
£15—19... ie 413 315 165 497 +11 145 299 
£20—29... wel 444 349 263 775 + 3 93 300 
£30—39... sie SES 506 423 965 + 7 170 497 
£40—49... tel 697 796 617 1,154 —9 313 217 
£50—S9... Age 787 1,145 688 1,341 + 6 534 105 
£60 and over ... 983 1,837 760 1,446 —53 478 182 
Under £30 tae 383 459 Lak 843 6 130 
£30 and over | 611 | 1,069 | 558 | 1177 | <8 329 1001 
All dwellings ... 424 584 225 893 + 4 172 2,598 


1 The means and standard deviations relate to the income, etc i its living i 
dwellings of the specified rateable values. CaS eae 
: * The rua pes value of a dwelling is its gross value less the statu 

or repairs and maintenance. In England and Wales rateable values are i i 

« a stated 

lists to the nearest £; in Scotland they are often stated to the nearest eis te ihe 
above table the Scottish rateable values are rounded downwards to the nearest ¥ Stri Bal 
therefore, the class boundaries of some of the classes given above are s if ene 


Scottish dwellings from those appropriate to dwellings in England and Wales ae 


tory deductions allowed 
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Some impression of the relative variability of economic characteristics 
within different classes of houses can be obtained from the figures of Table 
2. ‘These show the means and standard deviations of gross income, liquid 
asset holdings and total saving of income units living in houses of different 
rateable value groups. 

Since the figures are derived from the sample itself, they are subject to 
sampling error; moreover, they are not exactly in the form required. For, in 
the first place, they give the aggregate results for all the first-stage units, pooled 
together, and to that extent they probably over-estimate the standard devia- 
tions that would apply within each first-stage unit. Secondly, they are based 
on individual income units when, in fact, the sample was drawn in the form of 
clusters of income units, each cluster consisting of all the income units (up 
to a maximum of three households) in a separately rated dwelling. The 
relevant comparisonis between the standard deviations of the means of clusters, 
drawn from dwellings of different rateable values. Since there is some 
tendency for rich people in large houses to have poorer relatives and servants 
living in the same house with them, the standard deviations between the means 
of clusters may be less than the standard deviations of the individual income 
units, when taken without regard to their arrangement in clusters. Neither of 
these factors, however, is likely to be so important as to alter appreciably 
the differences between the standard deviations shown in Table 2. 

On the basis of the Oxford results, and having regard to the practical 
objections to the employment of an over-complicated sampling technique, we 
decided to divide the rateable units in all areas into two strata—those with 
rateable values of less than £30, and those with rateable values of £30 and 
over—and to give each rateable unit in the upper stratum a probability of 
selection equal to five times the probability employed in selecting those in the 
lower stratum. This multiple was chosen after making due allowance for the 
likelihood of obtaining a lower response rate in the upper stratum than in the 
lower stratum. In fact, the difference between the average response rates in 
the two strata was such as to reduce the effective relative probabilities of 
selection to the ratio of 3.7 to1. Even so, this gives more weight to the upper 
stratum than would be strictly desirable according to the Neyman criterion. 
As things turned out, the relative standard deviations in the two strata were 
about 23 to 1 for gross income, 14 to 1 for liquid assets and 2} to 1 for saving. 
From this point of view it would have been better to have had more than two 
strata, whose limits would have varied in different areas, and to have employed 
several different sampling rates. But this would have made both the drawing 
of the sample and the weighting of the results much more complicated than 
they were already and, for this reason, it might not have been an economically 
efficient method of improving the precision of our estimates. 

The Neyman criterion is not, in fact, the only relevant one in this case. 
One of the important aims of the survey was to analyse the behaviour of 
different sub-groups of the population. In economic studies it is often useful 
to classify the population by reference to their income; and we wanted to 
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have in our sample enough people with large incomes to be able to compare 
their behaviour with the behaviour of others. The decision as to what is 
meant by a ‘ large’ income and how many of them it would be desirable to 
have in the sample, was exceedingly difficult; but we were able to use the 
Oxford pilot results as a guide, both to the proportion of large incomes that 
would be found in each stratum, and to the variability of nents of 
such people. It was only after a careful consideration of all these factors that 
the actual sampling rates were chosen. In the outcome, the effect of the 
differential sampling rates employed was to increase quite considerably the 
number of income units with large incomes who were included in the sample. 


TABLE 3 
The Effect of Using Variable Sampling Rates on the Number of Upper Income Units Selected 
Total Those with incomes of 
number of £1,000 and over 
income oe 
units in Per cent 
sample Number of total 
Upper stratum: rateable value £30 and over... 1,001 162 16.2 
Lower stratum: rateable value under £30... 1,597 33 ZH 
Total (unweighted) nals Ge Eee ied 2,598 195 f(s, 
Total (from a proportionate sample of the same 
totalisize) iy i... ax “iss eas a 2,598 104 4.0 


In a total sample of 2,598 income units successfully interviewed, there 
were 195 units with a gross income of {£1,000 a year and over. As can be seen 
from the figures in Table 3, 162 of these came from the upper stratum and 
only 33 from the lower stratum. From a sample of the same total size—but 
drawn at a constant sampling rate from each stratum—the number of income 
units with incomes of £1,000 and over would have been only 104. 

We may conclude that, from the point of view of increasing the number 
of upper income group income units, the method of sampling employed was 
reasonably—though not outstandingly—successful. Even after stratification 
by rateable value, the houses with rateable values of £30 and over contained 
only 16 per cent of income units with incomes of £1,000 a year and over. If 
the dividing line had been taken at a rateable value of £40, or at any other 
level above that, the upper stratum would still have contained only about 
20 per cent of income units in this range of income. It is clear, therefore, that 
stratification by rateable value is not an ideal method, though it is better to 
use this method of stratification than none at all. Experiments are being made 
with the use of the juror qualification as a means of stratification, both at the 
first and at the second stage of sampling, and it seems probable that this 
method will prove somewhat more efficient. 


THE PROCEDURE FOLLOWED IN DRAWING THE SAMPLE 


The selection of the first-stage units was carried out by officers of the 
Social Survey at their headquarters. The methods by which the rating 


METHODS OF THE SAVINGS SURVEY 211 


authorities were stratified prior to sampling have already been described. 
Apart from the five large towns which were automatically included in the 
sample, the remainder of the rating authorities were grouped into 64 strata, 
each containing two or more authorities. Within each stratum the authorities 
were then arranged in any convenient order and their populations were 
cumulated. Each authority was thus associated with that part of the cumu- 
lative scale which was covered by its population. A number was selected at 
random—with the help of a table of random numbers—and the authority 
within whose part of the cumulative scale the number fell was thereby chosen 
for the sample. One authority in the South of England, which was originally 
selected for the sample, subsequently refused to allow access to its rating 
records; and it became necessary to draw a new town from the same stratum 
to replace it. 

The next step was to allocate the number of rateable units to be drawn 
from each area. It had been decided to draw a total sample of approximately 
2,500 rateable units, and these were to be distributed amongst the 69 rating 
authorities in such a way as to give each stratum its proper representation in 
the total. In other words, it was intended that, apart from the deliberate 
over-sampling of houses rated at £30 and over, each rateable unit in the coun- 
try should have an equal ultimate chance of selection. Although the number 
of rateable units of dwelling property in each first-stage stratum was not 
known exactly, it was possible to estimate this by reference to the total 
population of the stratum, in conjunction with estimates—derived from 
experience in previous surveys—of the number of persons per rateable unit 
in different areas. 

Although the method of allocating the 2,500 rateable units amongst the 
first stage units was, in principle, quite simple, it is not easy to explain. It 
must be remembered that it had been decided to give dwellings with a rateable 
value of £30 and over five times as great a probability of selection as those 
valued at less than £30. Consequently, the number of rateable units to be 
drawn in each area could not be determined directly by the total number of 
rateable units in the area but depended in part on the proportion of upper 
stratum rateable units in that total. , 

The drawing of the sample of rateable units may be regarded as a process 
of ‘ two-phase’ sampling. In the first phase, a large sample of rateable units 
was drawn, inspected and classified into two strata according to rateable 
value. This first sample provided an estimate of the relative proportions of 
the two strata in the population. In the second phase of sampling, a sample 
of one in five rateable units was drawn from the lower stratum and the other 
four-fifths were discarded. All the rateable units in the upper stratum were 
retained. 

Now, if at the end of this two-phase sampling process there are to be 2,500 
rateable units in the final sample, the number of rateable units selected in the 
first phase can be discovered from the formula. 


n (2 + Ps) = 2500 
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where N is the number of rateable units drawn in the first phase and pi and 
p, are the proportions of lower and upper stratum rateable units in the 
population. For the country as a whole the value of p, was estimated to be 13 
per cent. If the first-stage areas actually drawn for the survey were repre- 
sentative of the whole country in this respect N would be equal to 8224. 

It was decided to allocate this number of rateable units amongst the 69 
towns and districts in proportion to the estimated numberof rateable units of 
dwelling property in the strata (7.e., groups of first-stage units) from which 
the areas were originally drawn. Thus each area obtained its quota of dwel- 
lings to be drawn in the first phase of sampling of the rating list. e rate of 
sampling in each area was fixed at such a level as to yield at least this quota of 
dwellings in the first phase. If more than sufficient dwellings were drawn, 
some were discarded at random. Amongst the dwellings rated at less than £30, 
four out of five were rejected and the remainder of this stratum, together with 
the whole of the original sample of dwellings rated at £30 and over, con- 
stituted the final sample list. 

It will be seen that the number of dwellings included on the final sample 
list for each area depended on two factors: first, the number of dwellings 
estimated to exist in the stratum of rating authorities from which the area 
itself was drawn; and secondly, the proportion of dwellings rated at £30 and 
over actually found in that area. This latter proportion varied widely from 
one area to another: in two areas it was less than one per cent, in one area 
nearly 75 per cent. As a consequence, the number of rateable units drawn 
for the final sample ranged from less than 20 in one area to over 100 in another 
area. In 48 areas, however, the number of rateable units in the sample was 
between 20 ai.d 39. 

Before the sample of rateable units in each area could be drawn it was 
necessary to ask the Town Clerk—or other appropriate officer—to allow 
access to the rating records. This permission was granted, in all cases except 
one, and arrangements were made for interviewers to go and draw the samples. 
The interviewers were given precise written instructions on how to proceed. 
They were to make use either of the Valuation List itself or of the Rate Books, 
choosing whichever set of records was most up-to-date; and they were to 
ensure that whatever records were used covered all the dwelling property in 
the area. They were to count through the list, taking the books in any order, 
and record the assessment number of every th item of property. The value 
of k was specified separately for each area, and the position of the first item 
recorded was taken at random from within the range of 1 to k. These assess- 
ment numbers were recorded on tally-sheets which consisted of rows of 
squares, each fifth square being specially marked. If the number fell on an 
unmarked square the interviewer was obliged to look at the rateable value of 
the property and she proceeded to record the item on her sampling list only 
if the rateable value was £30 or more. When the number fell on a marked 
square, however, the item was recorded on the sampling list irrespective 
of its rateable value. 
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The information recorded for each property on the final sampling list 
was as follows: the assessment number, full address of property, postal 
district number (if any), ward or parish, description of property and rateable 
value. All types of property were included at this stage, irrespective of 
whether they were dwellings or not; but when the lists were received at head- 
quarters, those properties that clearly did not include any dwelling accom- 
modation, according to their description, were taken off the list. When the 
interviewers went out into the field, they found that a few of the properties 
on their lists contained no dwelling accommodation; but the effect of this 
slight distortion of the sample is not serious. 


THE INFORMATION REQUIRED AND THE QUESTIONNAIRE 


In order to satisfy the purposes of the survey it was necessary to collect 
the following principal types of information about each income unit : 


(1) Total income in the past year, before tax. 


(2) Enough information about the family circumstances of the income 
unit to be able to estimate the amount of income tax, surtax and national 
insurance payment due. Hence to arrive at income after tax. 


(3) The volume of saving in the past year, to be estimated by collecting 
information on all types of capital transactions. 


(4) Information about special aspects of the income unit’s capital position, 
such as its total holding of liquid assets, and its expenditure on certain 
items, such as durable goods, which might be likely to affect its saving 
behaviour. 


(5) The usual social, occupational and demographic data. 


(6) A limited amount of attitudinal information, such as the income 
unit’s assessment of the change in its financial situation and its expecta- 
tions regarding future income and saving. 

The working out of this programme in detail, including the arrangement 
of the questions in a suitable order, was a formidable task; and it is not possible 
in a brief space to explain all the decisions that were made. The appearance 
and content of the final questionnaire form can be seen from the facsimile 
which is printed on pages 214-220. All that will be attempted here is to 
draw attention to the main features. 

The first page of the questionnaire provides space for the social and 
demographic details: the composition of the household and of the income 
unit (in the questionnaire it was called an ‘SU’—meaning savings unit); the 
age, sex and occupation of the head of the income unit; and so on. The 
composition of the household, which appears in the large box in the top left 
quarter of the page, was recorded at the beginning of the interview, so that the 
interviewer might ascertain the number of income units to be interviewed ; 
but some of the other ‘ classificatory ’ information—on the occupation and 
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SAVINGS GURYEY C7FND UNIVERSITY 
ISTITUTE CF STATISTICS 


WnVerviawerecs.seecescecsccscscoreesesecess 


RATEASLE ONIT 
Serial nuater 
on addross list 


CALL NUMBER := FOR EACR CALL MADE CIV REFERENCE NUMBERS oF 
SUS CONTACTED, IF - 
2 


(1) Ko. of calls to contact st. BU....-ecse-e 


Relationship Age Sex su 
Beecce tiger “es (11) Noy of edditional calls et rstecble unit. 
=17 18-6 
1 2 (111) Total calls st rateable unil...scccccersee 
(iv) No, of SUs in rotesble Unil....-csaccvecse 


(v) Rateable value cf ratesttc wuiit.....0--£ 


(v1) Type of ratesble unit 
Detached (semicdetached) Villa......-.+++e.! 


Terraced (Mel ONd CETTESE) cerecescerecsereed 
Block (tenement) flatecccsccrcereccrscseesod 
Self-contained flst in converted house.....4 
Self-contained flat in residentiel block...5 
Prezises ever shop or business premises....6 
Farm house on farte. sss scccccsccccceccscscel 
Others (Specify) ..cccerccccscocccsccssceeed 


Wewmiwniwn 


1 2 


Seem meee eeeeree eee eeesesessceesesssese 


(vil) No. of households in rateabie unit......00 


Sleleiocterirreierielerteis 
NL NI NI WIE DI DI NI NI HIE DI aI w 
Nininintinintninintntain 
@l wl @1 Wl wl! 1 WI MI WI @! wI w 


Wi wi wMmiwmi mt wi wi we 


-“t-16 
4 
' 


(x) Mumber of SU..c ees erececccreseserconsce (vidi) Number of heusehold.....csccccccecessecvce 


(1x) Mo. Of SUS In BOUBEOG,..cccccccocesscece 


(21), NOg IN SU. ABUIES 1Bessseeeeceseseeree 
Children <17, working.....+. 


Children -17, not working... A] (xx) Interviewer’s Abeve average (giv> reason).4 


retall i | assessment of AVEOZCs se cccccecsecccreved 
oes ocsseoeessenceccaeace wassans et Balan <i 16 
(xif) Whom did you Interview? Head of SU,.....0.1 intervier. Very poor (give reason)ec.ee7 


COOH Hee eee He Oe eee He ee Eeee eee eeeeeseeee 


CODE ALL THAT APELY bbe Seereeerrerery 4 


SOOO F Hee Reha EEE e rete eeee sees eee esese® 


IF _HEAD NOT _INTERVI' GIVE ON PA 


OOOOH OREO Ree eee e eset EOE ee Eee eeeseesse® 


(xi11) Date of Intervies... 


(x1v) Head Of SUs letter.....sccsesevee h 
! 
(xv) Head Of BUS Og. ccserccsecccceccecccece ‘ 1. Would you say you are better off or rorse 
Ls off financially now than you were a year ago? 
(xvt) Head of SUs sex. this ek ety BOCCOT Off. cccccccccccvcsceed 


Females... sccerseek 8 MORES Olives estes 


4 
: ADOUL Che SBME... .seeeeeee000 
(xvil) Head of SUs occupation (full descriptien) 
IF MORE THAN ONE = GIVE BCTH, ; @) IF BETTER OR WORSE OFF (Y,X), 
‘ 
' 


SAY WHICH TAKES OST TIME. SAGES maya? 


Core eee eee eee ee eee reer eee ree Tee eee Ty 


GAO etal Mle weal | 


(xvii1) Head of SUs industry.. ' 


Tee eats Re ALS 


(xix) Mead of sus Felationship to fof. 


neon 
@vnn 
wnuwo 


' 

‘ 
IS HeOcRecreseceeserereceesceecscreceerel | 
Relative, younger than .0.He.....- 5 4 
Relative, older Chan H.0sHs....eeeses 00006 8 

| 
' 
' 


BOATWOT....sereececcccscecessecccnces 


+7 


tecececcvecceeeed 


Employee,.....+. 


x Sa 


2 


Ss. 


6. 


7. 
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Do you er your wife er children own any of the Following? Not Bought for persons) 


PROMPT ITEMS IN TABLE, owed Use only since..... 


Yes No 


FOR EACH ITEM OWNED, did you buy It In the last 12 months CAR OU Wiietitaneeswccace Y 
BINCOs.o seeeeevesesel GIVE DATE ONE YEAR AGO)....7 CAR 2 ccccccevcccccceceX 


CODE BOUCHT Quy IF hi, WAS BOUGHT FOR PERSO! USE AND MOTOR CYCLE 0 o.ccceeesd 
FQR USE ON FARM OR FOR BUSINESS/ PROFESS ONAL MOTOR CYCLE 2 os. +vessel 


TELEVISION SET ..4+4...2 
REFRIGERATOR ......-..53 
WASHING MACHINE 4.50.04 


Oeseription of item odes 


Have you bought anything (else) since..... that 
Cost £25 or mere? INCLUDE SECONDHAND GOODS, 
PROMPT;= HOUSEHOLD APPLIANCES 
FURNITVRE & CARPETS (NOT SOFT GOODS) 
FUR COAT (NOT ORDINARY CLOTHING) 
OTHER VALUABLE ITEMS 


BOR, EACH ITEM BOUGHT, hew much did it cost? 
EXQLUDE ITEMS BOUGHT FOR; FARM, BUSINESS, PRACTICE, 


Wave you sold or treded-in anything ef this sert 
SINC Creeee? 
FOR EACH ITEY SOLD, Kew much dic you get fer it? 


Wave yeu Dought anything on Hire Purchase 
SINCE. rae? 

FOR EACH Hom auch Is the lasCalment? 
1Te1 BOUGHT. { Row many sore have you to pay? 


ITEMS BOUCHT ON W/P 
BY F. FOR THEIR F, 


Wave you paid off A/P since..... on any other 
goods bought Defore....+7 

FoR ITDS Yow auch Ges the Insts laent? 
BOUGHT _OW_A/P { How many instaleents have you 


PREVIOUSLY. paid since.....? 
LBCLUDE PA 'S MADE BY FARMERS OM H/P. 


Do you, your wife or children sake regular 
payments for any of the following;- 
PROMPT: LIFE ASSURANCE 


EXOGHENT ASSURANCE 
INDUSTRIAL ASSURANCE (DEATH BENET IT) 


FOR How much do you pay esch Cime? 
EACH How mny payments have you 
1TH made since.....? 


Do you belong to @ pension scheme or & sup@rsnnuation scheme? oT RRRSg aioe tata As ela ase 
Woccccecersce- 


Amauot 
©) OF YES (¥), how mech have you paid inte palse 
the fund since..... Including deductions by sU 


gade from your Wages/ealary for Chie purpese? gincers.ee 
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Qe Head of SUS housing status. OMB CULPIGHEsccesccccserccccccsccccel 
IF_H.9.H. AMD ANOTHER SU EACH PAY PART RENT Owns, bul RAS MOTCEALGceccecserecrccee 
EXPLAIN ARRANGEMENT HERE. IF Heoelle Pays rent = Council hous@secssccceseoed 

—s Pays rent = other unfurnishede.....0.4 
Deeded codes cag oases asisiclsraaleiale/daslsisiaieieiemtelsrises(asialesicie'a bard hex Sethe turaienelien tees 


RENE [reCccccccccsccocccccssocvsccse® 


Src c cece c rns nese ers nsesssreeessesarssesssesss ser sseee 


Ga vsle pais slaieosianiecies.0'y1asie'e e aiciesstejeleleis slelely ofeigiaicinisinacaiie) eT: Eg Oaks Secondary SUcccocscvcccccceccoccecccel 


10. TO SECONDARY SUs RELATED TO HoOoHe DeNeAdoceed 
Do you pay anything towards the Noose Dg 


. housekeeping expenses? YeSecccecXocelF YES, how much? €.  $ per 


11, TO SECONDARY SUs NOT RELATED TO HeO.H. D.NeA...3 
De you pay anything fer your NOcocecet 
board and lodgings? YOSee0ee2e-e3F YES, how much? £& s___per 


12, TO Hoo. WHO PAYS RENT, 
How much do you pay in rent? How often? 
Does this include rates? 
IF_RATES NOT _INCLUDED, how much do you 
pay in rates? How often? 


F DWELLING INCLUDES BUSINESS OR _S' 
ASK FOR DWELLING PART SEPARATELY. 


Amount each tie 


Rent (BEFORE TAX) 


-- ee eee eee ee 


13. REPEAT RATEABLE VALUE IN BOX 


1h. TO Hy@.MH, WHO OWNS, Do yeu pay any ground 
Fent or any other charge on the land? 
How much? How often? 
Hew much do you pay in retes? How often? 


Ground rent (BEFORE TAX) 
other charge (SPECIFY) — 
IF DWELLING INCLUDES BUSINESS OR SHOP 8 [- ~~ - ~~ 
ASK FOR DWELLING PART SEPARATELY. 


15. TO_ALL SUs. Were you the omer of any other heuse er property at any tlee 81nd@...ee? 


TO §Use WHO THE PROPERTY IN WHICH THEY LIVE OR ANY OTHER PROPERTY AT ANY TIME SI eece 
16. Have you had a mortgage on the house s 

or property at any time Since,....? Description 

F_MORTGAG: 


What instalments were you paying? 

How many have you paid since.....? 

How much of each instalment was Interest? 
How much repayment of principal? 

JF _MORTGAGE JS ASSOCIATED WITH LIFE POLICY 
TREAT _JNSURANCE PREMIUM AS PRINCIPAL. 


THIS HOUSE 


47. Have you bought any house Yes...l...IF YES, { How much was 16? (ACTUAL PRICE 
or property since.s.oo? Noceeed NOT COUNTING COSTS OF TRANSFER) «+ «off. 
Did you borrow any of this on 
SOENS { mortgage or otherwise? Now mch?...f 
f Did you pay the rest out of 
YOur OM PCEKet? How MICHP...ceceeck 


How much did you sell it for? 


eccccco ek. 


} fom much of this ms left after 
Pepaying expenses, Bortgage ete... of 


pant ectua. 
Descriptica paid to date 


18. Rave you sold any house Yes. ..60.IF YES, 
Or property SiNCO...007 NOccee? 


29. Wave you spent any money since..... 
on additions or inprovements to your 
house or property? 


EXOLUDE REPAIRS AND DECORATIONS 
& FARMER'S EXPENDITURE ON FARMS. 
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20. Have you been In tusiness er professional prectice IF BUSINESS/PROFESSIONAL ASK 21 bY (es) 
on your own account at any time sinces....? IF FARMGR, SMALLHOLDER, MARKET NER 28 OMA! 


Se Oe ee ~ - ~~ ~ JE_'NO!' OR DIRECTOR PRIVATE COMPANY GO ON 1) 9,39, 


21, Are you the sole omner Sole ovmers.ceesseee¥ 
or ts if 8 partnership? Partnership....+.+.X 


—————— 
BUSINESS OR PROFESSIONAL ONLY 


22, As I said we are Interested in how much It costs people to live these days. Can you tell me how CASH 
much money you have Sctually taken out of the business/practice for living expenses sinc@..cco? OUT & 


<3. IF MARRIED. Does your wife Yes..+eOceelF YES Do you pay her anything fer this work? WIFE'S 
help in the business/practice? No.....1 How Gch? 2.22 ee eee eee ee ee eo PAY FE 


{ IF WIFE PAID, is wife's pay VOBeececcccesd 
included in money taken Out? Ne@secccescseed 


2k. AP@ you able to estimate the total profit from the business/practice sincesseee? PROF IT 
IF _ PARTNERSHIP GIVE RESPCNDENT!S SHARE ONLY. . 2  « oBEFORE TAX &. 
LAST 
Can you tel] me what prefit ms msde in the last accounting period? (PERIOD ). . ACCOUNTS £& 
25. Have you sold any part of the business/practice sincess...? RECEIVED 
IP YES, how much did you receive?, 2 2.2 se eee eee ee eee et ee we we ow oo FROM SLE Cae 


26, Have you put any money Inte the business/practice since.....? 
IP TES, NOW DUCH?, eee eee ee ee eee eee ee ee ee eee eee ee eee eee MATIN £ 


27. IF_IN BUSINESS. Would you say your Hore,...lee. IF MORE Way? 


business Js woreh mere er less now Same....5 QR _—_—_ 
than it was 12 months ago? Less...e6.e.IF LESS ( How mich?.. ........ A LESS £ 


FARMER, SHALLHOLDER OR MARKET GARDENER CNLY 


28. De you run the farm on Solé owmer.....-Y 296 Do you omn or Own (over half)...0 
your-emn or in partnership? Partnership.....X rent your land? Rent (over half)..4 


50, AS 1 said re are Interested in how much it costs people Co live these days, Cen you tel) me 
wat your living expenses have come to since.....? Exclude rent and rates tut Include fuel, LIVING 


light, telephone etc, if possible. EXPENSES &£ 
Are any of these things not included? SPECIFY ........ Ca wccccescesereccvecccesccoccovces 
31. Nom about your own produce used @t bome, Can you give me an estimate oF its value?. . . . . PRODUCE & 
3, IF MARRIED, Does your YeSee0.+.JF YES Is she paid anything for her work or does FEMS 
wife help on the farm? No...! she mike & separete income from the faru?... SALARY & 
{ IF WIFE PAID, {8 your wife's salary Yes..2 { WIFE'S OTHER 
Ancluded in the living expenses? Hoeee3 | FARM INCOME ne 
Last 
33. Can yoo tell we your farm incom for the lest accounting period? ( PERIOD, Jo o ACQQUNTS £. 


We are Interested in how much you have Invested in your farm sinces.... 
3b. Have you bought any farm machinery, Machinery bought [ Amount paid & | PLUS & MINUS & 


including car for farm use since.....? 
IF _YES, how guch did you actually 


pay fer 1t? ONLY AMDUNTS ACTUALLY PAID 


70 BATE TO BE INCLUDED. 


35, Have you sold any farm cachinery, Machinery seld jaatt recta 6] 


including car used on farm since....«? 


ONLY_AMOUNTS ACTUALLY RECEIVED TO_BE 


INCLUDED, 


3, What could you estimmte as the depreciation on your stock of machinery sinc@...ec? Es 


Description of work ] Amount paid | 


38. Can you tel) me whether the total value of your inventory Greater..che 0 + 4 We & 
of livestock, produce, fertiliser, seeds & other steros Same....-05 
is greater or lesa now than 1t was this time ® year ego? LOBS.0.0006s 0 eo Dye EF 


37. Have you spent any money op additions 
or improvements to the fara or 
burlaings since.....? ONLY AMOUNTS 


ACTUALLY PAID TO DATE TO_BE INCL 
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TO_ALL HEADS OF SUs. 
39. Now I would like you to give me details of your Inceme since..... What me want to know is Number of 


your gress income, that 1s to say, before deduction of Income Tax, National insurence, separate 
Superannuation, National Savings, or anything else of thet kind. incomes..e 


A Weekly ges, 
w—e we eonww eee eee ee He He = ee 
PRoveT FOR Average per ‘week = past 12 months 
OVER & ‘ 
SHORT-TIME « 
NC ESRUNCONE | ~ tray money” 


RECORDED EA 
B Salaries (ANNUAL FIGURE). NOT_INCOMES RECORDED EARLIER, 


C Other earnings of employment. eeg. Special bonuses 
ceamissions, tips, work In spare time, 


D Retirement pension from employer, 


E Old ege, widow's pensicn; health, unemployment, 
industrial injury benefit; mationn] assistance. 
EXCLUDE FRIENDLY SOCIETY BENEFITS. 


F Gross income from lodgers, subletting. WCT POARDERS 


G Fees from part-tico professional work. 


K Interest, dividencs, rent. 
L Annuities not cennected with pension schena 


h Family allowmnces. 


pee sae pair |: snare 

N Co-op dividends on purchases, ie | oat + feganse 
Poeuladme astteny tenereste ig) a ee 
P war disability pension. Wu - SAS 


Q Contributions by ralatives/friecds not in houssholde 


WO. Non I want you to chink beck beyond the pest 12 conths to 
the previous 12 months. If you compare these tno periods 
would you say your tetal Inceme, including the inceae of 


wife and children had gone up er down? DotaiecseeeeesXeedy £ 
0) IFUP OR DOM (YX). WAP. cvccvercccceccnccevecrccsccscecccrccccessccececs eicineers sneneeneaneenanct 


41, In the coming year do you expect your incone to be.. 


SMIAWacccccecsccccevevscoccccceasesccessccesecD 


B) WMYPeccecavcrercreseccrarrncesacvernscesasccrensecsesssssecseresseceeseccssccssssessseccenscseseres JE £ O 
a ee 
45 6 


OCC e emer seearraensaereness sees seeseseesssseesET eet Ee ee HFEF OLEH SEES ETE TEE TEESE EESEs sees es Eeee® 

42, Have you o1nCerere. received 
@ lum we of monsy froa;- 

PROMPT ITEMS IN TAELE AND A legacy er gift ¥ 


RiNO NUMBERS (IM LAST COLURSi) weet te meee ee eee ee ee ee ee eee 
OF ITEHS RECEIVED, A life insurance policy Y 
was 1¢ in cash or what fers? Foe wenke Coe | ae oe eo seen ee 


Wow much did you get? wee een ee ee ee ae 
A pension fund 


wer wee eee ee ee 


Football poel 


eceate "TTT Tt 
Postewar Credits 


Any other source 


~---- 
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43. Now I would like to ask you about your ssvings. 


Have you an sccount in the Post Office? Now quch have yeu in it sow? 


Since.s.ereeeehow auch hes {t gone vp Wed ccessecccceccornesconcasave 


INCLUDE ACCRUED INTEREST or DOWN().. 


RASH eee e tera rene weee esses 


Wave you an sccount In Trustees Savings Bank? How much in It new? 


SUnCdeceoseeesROm MUCH WAS IL gone VP Co)ic.cs sevevecsnccencseuceevenes 
INCLUDE ACCRUED INTEREST 


OF DOWN (*).cccersvseceseseerresentsrseesce 


Have you any Savings Certificates ? Hew mich now? (AT ORIGINAL PRICE) 


Have you bought any since,......++? How auch did you pay for theo (+) 


Have you cashed any sln¢e?....++e0? Hom much did you get fer thes (~) 
Have you any Defence Bonds? HOW MUCH NOW... ..ccseeeseerecserneeeenenons 
Have you bought any 61nce...se..+0? How mich dj you pay for them (+) 


Rave you cashed any since....cee+e? Row much did you get for thee (-) 
INCLUDE MATURITIES 
Wave you €n account in any other Savings Bank? flow WUC NOW?...cereceess 
SinC@ccecseseeNO@ MUCH ASS IE Zone UP (o)reesrerscecseeccccessovereceeces 


INCLUDE ACCRUED INTEREST OF DOHMH (©). .sserecccneeerececerscrscesees 


Have you any shares/depesits In 8 Building Society? How Mich NOW;?eresere 


SINCOeoeseeeseDAVO YOU PUL Any BCHEY 1 (+) erecsecccossccccessvorevevece 


OF CAKGM ANY DUE (")-csreencerereseccerrersceecees 


Do you or your wife belong to tne Co-op.7 
NOscoeveeeel 
YOSoee +XooeHom uch Nave you got ss shares or depesits In the Comp? crccecsccvocveccesesocseces 


Since..e+.sbave you put eny more In (+) or taken eny out (°)? How much? 


TO THOSE JN BUSINESS OR PROFESSIONAL PRACTICE: Do you oF Tes...+o-o01 
your wife keep a personal @ccount at the bank separete NOcesceveesd 
from your business acccunt? CURRENT OR DEPOSIT 


TO ALL OTHERS INCLUDING FARMERS : Have you cr your wif@ Tele....++.5 

&n account at the (ordinary) bank? CURRENT OR DEPOSIT ® NOvevevcerel 

UELYES: Would you say your account {8 ruming higher (¢)serccrcceceersves 
© lower (©) now than it ues 8 year age? 


sececrereronrsese 


MII 


: 
Can you tell. me approx, how ouch there Is In this account now?......s.e06 


UNTERVIEWER 70 WORK _OUT...-2.++-GRAND TOTAL (+) LAST COLUIS 
GRAND TOTAL (=) LAST COLUrd. 
GRAND TOTAL CHAMJE ( ) 
bk. This means that your total savings (and deposits) of 


this sert have gone up (Gown) since,......ty about nt Soe 
Is that about right? 


IF_ TOTAL CHANGE IS £25 OR HORE: Would you say there is ery speoiel reason for your savings 


and deposits having gone up (down) by that much? 


Preemie er) 


S200 es covororoneeore 


wanwsd 


2000000000000 O 229 OOOOH OOSDODFOOOOO TOR Peoeereceroovose 


‘5. De you or your wife or children belong to sny National Savings Croup ip... faatenli fae Sie ter 
OfT10@recococcerscccccveroe: 


CODE IF ANY topBER oF THE sy paLONGS 
aS vcoeres 
AL ae 
nur e548 
hr 2s 
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16, Have you SINCe..ees elfher Description of trensaction Amount paid £ 


given or lent anyene eny 
mpeney (pore than £5) or 
paid back a debt = apart 
from payments to your bank 
or on a mortgage? 


JUDE BUSINESS TRANSACTIONS 


RMERS BUT NOT BY 
EDSINESS PROFESSIONAL. 


47, Have you borrowed any money 


Description of transacticn Amount paid & 
sincés...-(more than €5) or ee ~ 


has anyone paid tackany foo. ieee “ 
Beney they owed you? 

SMCLUDE BUS IMEBS/PRANSACT LONG Oe ee aa 
BY FARMERS BUT NOT BY a ees aa ahs al a al at ewes 
BUSINESS OK PROFESSJONAL. 

[NCLUDE BANK LOAKS, —weerwewevweevw ec eee et Gear et Be ee=e 
EXCLUDE OVERDRAFTS. : 


EGIL FO are 


48, Do you own any stocks or shares? NON. cosccceccccccccccccgocscces cocccceecO 
IF YES, can you tell me approx. Up FO C100 cererecsrovcrcces 
how much you have got in stocks Over £100 = £500 ccceeesces 


and shares at their present value? OVE £500 = £2,000 ceeereee 
Over £2,000 = £10,000..c0 


U9. Have you bought er sold any stocks 
or shares SINCCs.ccee? 


EXCLUDE DEFENCE BONDS. 
&) IF _BOUGRT, how mich did you pay for themr-o-£ 
b) IF_SOLD, how mich did you get for thet -cceek 


NOcevcccvccssecavercsvccessscceserssesoved 


©) IF (a) AND (d) NOT ANSWERED, 


can you toll me the net differencete.coocseeef 


50. Have you bought an annuity Description of anmity dought 
SINCCoeoee? 
IF » howmuch did you 
pey for 10? 


51. Do you run &ny accounts with shopkeepers er traders of any sort? 


UNCLUDE FARMERS ACCOUNTS WITH SHOPKEEPEPS AND TRADERS SUT NOT NO BCOOUNEscccccccccccccccccecsesocscsocec® 
BUSINESS OR PROFESSIONAL, 
IF _YES, would you say you owe more or less or about the same es seerccccereecS 


you did @ year ago? ADOUS NE SOM ercecscrecereccecrcesscceeD 
+0) IF MORE (2), Now MUCH MOC resssseccecereeeed 


creceseceed 


F LESS (8), Now MUCH 10857... ..seceereeeeee of, 


52, Looking beck over the last 12 months would you say 


you had any unusual er extre heavy expenses? Yr 

OOOOH OO OOO EOE EHH EEE HEF EE HEE EHEEEEEE EEE EEE HEHEHE EHH EEEOEEEEEE HEHE EEE EE EEEEEEEEE OEE EES . ‘ 2 

% "S695 

Seer ene en errereeeeeereeeseeeserereesesetesesnesssseeseneeseeeeeeseseeseeecsseesseeceseeeeeseccsessscsons 17 6 
53. Do you think during the coming year you will save 
anything out of your income, or do you expect to 

Craw on past savings? What do you expect to do? Y 2 

OOOO Peer roerer oes eserasee HEE OOHEHET TEED HOSED OTE EES OE SOD OEESEDSEOEESSEEOESEHOS EO EOE HES ESESOHEEOSOOD 1 2 

=A 6-5 

Pr eee eeeee cee eeereseeeerae sees eee eree eee ssebeeeeaer Teese seeeeeeee eres eeeeeeseeeseseeseeeseeererecereres ? 8 


SHULD TO_INTERVIEVER, 


if Che seving unit has had any large money trensactions ef any kind during the 
yer 
Go back through the achedule with your respondent te find out where the money came frem and ment te, 


°7e 


wnwod 


wnwo 
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industry of the head of the income unit, for example—could be recorded 
later in the interview. 

The questionnaire proper begins with the question in the bottom right 
corner of the first page. This question, which follows almost identically a 
question regularly asked in the American Surveys of Consumer Finances, 
was included primarily because it was thought to be a useful way of starting 
the interview. Most people are happy to discuss the change in their financial 
circumstances in general; and the question leads naturally on to the more 
factual parts of the interview that follow. 

The second page is devoted to two main subjects. At this stage of the 
interview the interviewer is still trying to build up confidence and to lay the 
basis for the rather severe financial cross-examination of the later pages. 
Questions 2—6 are concerned with the ownership of certain durable goods, 
with expenditure on the purchase of these, and with hire-purchase trans- 
actions. The information about hire-purchase was required for the estimation 
of saving, since any change in hire-purchase indebtedness affects the capital 
account of the person concerned. An increase in hire-purchase indebtedness 
is counted as dissaving, and a reduction in hire-purchase indebtedness as 
saving. 

Questions 7 and 8 are concerned with two kinds of contractual saving : 
life assurance payments and pension fund contributions. These transactions 
are very widespread and people do not generally feel secretive about them. 
In each case, as throughout the questionnaire, the questions are framed in such 
a way as to provide information about the annual amount of payments made. 

The third page is devoted to questions about housing tenure, housing 
expenditure—1.e., rent, rates or mortgage payments—and the purchase and 
sale of property. The information on housing tenure was wanted partly for 
purposes of classification and partly as an introduction to this section. 
Questions 10—14 were not essential to the main purpose of the survey but it 
was thought useful to take advantage of this opportunity to collect data on 
housing expenditure which could be related to income and asset ownership. 
Questions 15—19, however, are concerned with capital transactions in pro- 
perty—including the repayment of mortgage principal, which is treated as 
part of contractual saving—and they are essential to the computation of 
saving. If an income unit sells a house, the proceeds—after deduction of 
costs and the repayment of mortgages and loans—enter as a debit item in 
the saving account; while if a house is bought, or money is spent on additions 
or improvements to property, the sums spent are credited to the saving 
account. If the funds emerging from a sale are retained as capital in another 
form, there will, of course, be a contra entry against that form of capital in 
the savings account; and similarly with a purchase of property which is 
financed by the realisation of other capital. 

At the fourth page we come to questions about the incomes of self- 
employed business men, professional people and farmers. The purpose 
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of these questions is partly to discover the total profit of the enterprise 
and partly to find out how much of the profit was ploughed back into 
the business during the past year. This latter item enters into the saving 
account, and it can, of course, be negative if the amount of money taken 
out of the business exceeds the profit for that period. It is very difficult 
to get a reliable figure of profit ploughed back, and in these questions 
we have approached the problem in several ways. For the business and 
professional man the principal method employed was to ask him—at Question 
22—how much money he had taken out in the past year for living expenses; 
then to ask him—at Question 24—what was his total profit before tax. The 
amount of tax payable can be computed; and so we discovered, as a residual, 
the amount of profit ploughed back. As a slight, but not very satisfactory, 
check on this we have Question 27: ‘ Would you say your business is worth 
more or less now than it was 12 months ago?’ Question 23 is designed to 
discover whether the business man employs his wife; and, if so, how much 
he pays her. This affects their joint tax liability. Questions 25 and 26 are 
needed for the saving account. 

For farmers, the questions were put in two different ways. Questions 
28—33 are similar to those applicable to business men, with some modifica- 
tions to apply them to the conditions of farming. In Questions 34—38, 
however, we attempt to obtain a direct estimate of the change in farm capital. 
The most difficult questions in this part are those which deal with depre- 
ciation and the change in inventory, and, after studying the results of these 
questions, we did not feel that we could place a great deal of reliance upon 
them. 

In the main box on the fifth page follow the questions on the other 
sources of income. All the main sources of income are listed in detail, partly 
with the object of ensuring that no individual source was overlooked, and 
partly because it was necessary to break down total income into its com- 
ponent parts. For the purpose of estimating tax liability total income had to be 
classified into three main parts: earned income, unearned income and tax- 
exempt income. Broadly speaking, the items from A to J constitute earned 
income, those from K to M unearned income and the remainder are tax- 
exempt. For the purpose of ultimate analysis of the results the components 
were also grouped according to a different set of criteria. At the editing stage, 
the total of items A, B, C and D, for all members of the income unit, was 
entered in the box labelled ABCD. This represents employment income. 
Boxes GH, FI and J were designed to contain the profits from professions, 
businesses and farms ; box KLNO is for rent, interest and dividends; box - 
EMP is for government transfers and box Q is for private transfers. 

The aim of all the questions in this section was to discover the income 
received, before tax, over the past 12 months. We were fully aware that many 
people find it difficult to estimate their annual income. This is especially 
true of manual workers, whose earnings generally fluctuate from week to week, 
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Instructions were given to the interviewers to ask all weekly wage-earners 
if they could give their total pay, before tax, in the preceding tax year. Many 
of them would have recently received a notice from their employers contain- 
ing this information, and it was hoped that they would be able to produce it. 
In fact, only a minority could do so. For the majority, therefore the standard 
procedure was to ask the four questions printed in section A. The first of 
these was intended mainly as a means of focussing attention on the subject. 
It was necessary to get clear what concept of income was under discussion : 
namely, actual earnings before tax or other deductions. After this we went 
on to ask what was the average wage received for each week worked over the 
past 12 months. This is obviously a very difficult question for any wage- 
earner to answer; but it seemed the only way to seek the desired information. 
It is impossible to say how reliable the answers to this question are. The 
distribution of manual workers’ incomes obtained from the survey accord 
with what one would expect; but it is possible that the whole distribution is 
slightly biased in one direction or another. General impressions suggest that 
the bias, if it exists, is in a downward rather than an upward direction. The 
total annual earnings of weekly wage-earners were estimated, for all those 
cases in which a direct figure was not available, by multiplying the informant’s 
estimate of his average weekly earnings by the number of weeks at work. 
To this was added the amount of holiday money received. 

For the other sources of income, it was not expected that the problem of 
estimating the annual amount of income received would be so difficult. It 
must be remembered that, about this time of the year, many of the people 
interviewed would have recently had the task of filling up their income tax 
returns. It was hoped that they would have been fortified by this experience 
and be in a better position to answer our questions. 

Most of the remaining items of income are self-explanatory, and a few 
notes on them should suffice. Item C was intended for irregular and part- 
time earnings of persons other than those with professional qualifications. 
The spare-time earnings of professional people—e.g., from lecturing and 
writing—were included in item G, and they were later grouped with the 
normal earnings of self-employed professional people in box GH. The lines 
labelled H, I and J were used for inserting—at the editing stage—the profits 
of professions, businesses and farms, as discovered in the earlier part of the 
questionnaire. Interest, dividends and rent, shown in item K, were intended 
to be recorded gross of tax, even if the amounts received were net of tax. 
Interviewers were instructed to remind people to include interest on savings 
bank deposits; but they may not have been very successful in this. Building 
society interest, which is taxed at a special rate and can normally be regarded 
as tax-exempt to the individual, is recorded as item O. 

Questions 40 and 41 are concerned with the past change in income of the 
income unit and its expected future change in income. According to some 
hypotheses, each of these may be important factors affecting current saving 
behaviour. 
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Question 42 is designed to discover whether any lump sums of-money have 
been received in the past year, from sources not classified as current income. 
When these sums occur they are debited in the saving account, since any rise 
in assets which is attributable to receipts of this kind cannot by definition be 
part of saving out of income. 

The main body of the sixth page of the questionnaire is devoted to the 
subject-of liquid asset-holdings. The purpose of Question 43 is to discover 
the current holdings of each of the eight types of liquid assets and the net 
changes, if any, that have occurred over the past 12 months. ‘The information 
about liquid asset holdings was wanted for its own sake and also as a possible 
means of explaining saving behaviour; the changes in liquid asset holdings 
form part of the saying account. All the questions follow a similar pattern, 
with the exception that, in the question about bank accounts, the order of 
questioning is reversed. This was done because it was thought that some 
people might be unwilling to give figures of their current holdings of bank 
deposits and that it would be better to ask for the net change in their accounts 
first. It should also be noted that no information was sought about bank 
accounts which were used wholly or partly for business or professional 
purposes. This necessarily followed from the method of estimating business 
saving, since profits ploughed back into a business can—at least temporarily 
—take the form of an increase in the liquid assets held in the business. 

After asking about each liquid asset in turn, the interviewer added up the 
total net change in liquid asset-holdings and, if the change amounted to {25 
or more in either direction, she proceeded to ask the second part of Question 
44. ‘The answers to this question were particularly useful at the editing stage 
when the complete saving account had to be made out. They helped to explain 
for example, the movements of assets from one part of the account to another. 
It would, indeed, have been an improvement if more questions of this type, 
designed to explain movements in constituent items of the saving account, 
had been included at each stage of the interview. 

Question 45 was not essential to the purpose of the survey, but it was 
included here because it was thought to be of some interest to compare the 
saving behaviour of people who belong to National Savings Groups with 
others. 

Questions 46—47 and 49—51 on the seventh page cover the remaining 
capital transactions which enter into the saving account. Question 48 was 
included as a convenient introduction to Question 49 and because of its 
intrinsic interest in this connection; Question 52 was intended as a means of 
discovering particular factors which might have influenced the income unit’s 
saving behaviour in the past year; and Question 53 was to a large extent a 
question designed to end the interview on a less factual and more personal note. 

On the eighth—and last—page of the questionnaire, which is not repro- 
duced, space was available for notes and comments by the interviewer; and 


boxes were provided for recording the results of the various computations 
performed at the editing stage. 
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It must be admitted that this questionnaire is a formidable document. 
The information sought in it was both intricate and exhaustive; and the man 
with large financial interests, or the person who had engaged in important 
capital transactions during the year, often found some difficulty in complying 
with our demands for reasonably accurate information. Nevertheless, by and 
large, the questionnaire worked : very few people who consented to start the 
interview refused to complete it; and the information given was, as far as we 
can judge, usually the best that the informants were able to provide. They 
were encouraged to look up records wherever possible; and many of them 
were most generous in their willingness to do so. Many interviews took as 
much as one hour to complete and some lasted for two hours or more. 


OPERATIONAL PROCEDURE 
Date of Survey 


There was some question about the best time of year at which to carry 
out this survey. Good arguments could be adduced, on the grounds of 
comparability with other data, for a survey covering either the calendar year 
or the fiscal year. As between these alternatives, the latter was chosen for 
two reasons : firstly, it was desirable to carry out most of the interviews in the 
evening, when people at work in the day would be available; and evening 
interviews in January and February are not easy. Secondly, it was hoped that 
an appreciable number of the people interviewed would know what their 
incomes were for the fiscal year, because of the necessity of making tax returns 
for that period. Hence the interviewing period was fixed to start in the last 
week of April—after Easter—and to finish by the end of May. 


Organisation of Fieldwork 


The Social Survey very kindly put at our disposal the services of 73 of 
their trained interviewers, whom we employed directly for this survey. 
Briefing meetings were arranged in six centres during the first fortnight of 
April. Before attending the briefing each interviewer received copies of the 
questionnaire and the written instructions, and was obliged to make two trial 
interviews. After the briefing each interviewer made three further trial 
interviews, which were carefully scrutinised and corrected before she was 
allowed to proceed with the actual sample. No special steps were taken to 
supervise interviewers in the field. but each form underwent a careful 
examination for completeness and internal consistency. Many of the items 
recorded on the form are interdependent and can be used as a check on one 
another. If they are found to be mutually consistent this is usually good 
evidence of the integrity of both the interviewer and the informant. 

The interviewers were advised to make most of their calls after working 
hours or at week-ends; but they sometimes found it advantageous to callin the 
daytime in order to make appointments or to interview people easily available 
at that time. No limit was placed on the number of calls that might be, 
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made at any one address, if they were needed to establish contact with the 
right people. Emphasis was laid on the importance of obtaining the highest 
possible response rate. 

When the interviewer called at a house her first task was to discover how 
many households were living there, and how many income units there were 
in each household. It was generally found that the most satisfactory approach 
was to ask to speak to the head of the household. To him—or her—the 
interviewer would explain the purpose of the survey and then, if possible, 
obtain information about the household composition. If the head of house- 
hold was himself willing to be interviewed, the interviewer would normally 
proceed with that interview immediately, taking the other heads of income 
units subsequently. Quite frequently, appointments had to be made to see 
people at times convenient to themselves. All interviews were to be made, 
so far as possible, with the head of the income unit to which the data referred. 
Extra information was also sought, where necessary, from other members 
of the income unit, but interviews with wives alone—without the corrobor- 
ation of their husbands—were accepted only when the husband was not 
available and the interviewer was convinced that the wife could give reliable 
information on the financial affairs of the income unit. 

An interview was to be made, if possible, with each income unit ‘ normally 
residing ’ at each rateable unit on the list. An exception was made if it was 
found that the rateable unit contained more than three households. Since, 
in that case, quite a large number of interviews might have to be made at that 
address, and it would become extremely difficult to secure co-operation from 
so many people living in a single house, it was decided that not more than three 
households at any one address should be included in the sample. Where the 
interviewer found more than three, she was instructed to select three at 
random. Under the rule of ‘ normal residence ’ people who were temporarily 
away from home on business or holiday, or in hospital, were included in the 
sample. Ifa person had two homes he was to be regarded as normally residing 
at the address where he spent most of his time. Members of the Armed 
Forces stationed away from home were excluded; but their wives and families 
were to be included if they were living in an address on the sample list. 

The standard rule for differentiating income units was that each person aged 
18 and over was to be regarded as a separate income unit, husband and wife 
counting as a single unit. In a few cases, however, this rule was extended and 
people of less than 18 were treated as separate income units. Thus, a boy of 
17, already married, was regarded as a separate income unit; and boys or girls 
who were already at work and living away from home were treated similarly. 
But students, even if living away from home, were not treated as separate 
income units unless they were aged 18 or over. 

Interviewers were obliged to return a questionnaire for each income unit 
discovered by them in the sample. When they failed to make contact with the 
income unit or encountered a refusal, they were asked to give as much 
information as possible about the composition of the household, and the 
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social and occupational characteristics of the income unit. In addition, they 
gave a full explanation of the reason for non-contact. 


Editing and Coding 

As the questionnaires were received from the field they were scrutinised 
for completeness. Then they passed through a special process known as 
‘editing.’ In many surveys the questionnaire is so designed that the inform- 
ation recorded on it can immediately be transferred to punched cards or 
tabulation sheets. When this arrangement is possible it is obviously a great 
economy. But in this survey there were two important pieces of information 
—and several subsidiary ones—which could only be obtained as derived 
statistics. The first important derived figure was an estimate of the direct 
tax liability of the income unit; and the second was its total saving. It was 
the function of a group of ‘ editors’ to go through each questionnaire and 
take out the appropriate data for these computations. Special worksheets 
were designed for expediting the work and a set of detailed rules were laid 
down on how the editors were to operate. There were, however, numerous 
cases where it proved necessary to make a judgment on the data, and these 
forms were referred to special supervisors. 

The worksheet for estimating income tax provided space for the income 
of both husband and wife; each of the principal reliefs and allowances were 
specified; and earned and unearned income were treated separately. It was 
not always possible to be certain about the exact reliefs obtainable in each 
case (for example, the relief which is granted in certain cases to a man who 
employs a housekeeper) and no information was available about the incidence 
of dependent relative relief. Nevertheless it was possible to arrive at a 
figure which was likely to be close to the correct one. The worksheet for 
computing saving contained a list of debit and credit items, drawn from many 
different parts of the questionnaire. Sub-totals were computed for contractual 
saving, the net change in liquid assets and the remainder, and these, in com- 
bination, provided the figure of total saving. There were other worksheets 
for working out surtax liability, business saving and farm income; and the 
editors had also the duty of making several simple computations on the 
questionnaire itself. For example, they added up the total amount spent on 
durable goods; they worked out the annual expenditure on hire-purchase 
repayment, life assurance premiums, rent, mortgages, etc.; they subtracted 
tax liability from gross income and obtained net income; and they subtracted 
saving from net income to arrive at total consumption expenditure. 

All of this was a task of considerable size and of great importance for the 
ultimate analysis. About eight people were fully employed on the editing 
process for a period of five weeks. Special measures had to be taken to check 
their work and to ensure accuracy; and each form was finally checked by 
one of the supervisors. The most difficult forms were those relating to people 
owning private businesses or farms; and all of these forms were dealt with by 
the supervisory staff. They had to study each of these cases very fully and to 


228 THE BULLETIN 


try to interpret the data collected when it was not unambiguously clear. 
Inevitably, an element of personal judgment entered into these interpretations. 

At the editing stage adjustments were also made to the number and 
composition of some income units. Where a person was found to have a 
total income of less than £50 and he (or she) was living with his relations, he 
was assumed to be a dependent of his relations, and he was consequently 
‘amalgamated’ with them. In all, 32 of the original income units were 
extinguished in this way. 

The results of the editing process were transferred on to the back 
page of the questionnaire, where they were ready for punching along with the 
other data on the form. In the next stage, the forms were passed to computers 
who carried out some routine calculations on these figures. For example, 
several items (including total liquid assets holdings and total saving) were 
expressed as a percentage of net income. 

Next, the forms passed to a group of coders. One of their tasks was to 
classify the answers to the attitudinal questions. For example, in Question 1, 
people who said they were better off or worse off than a year ago were asked : 
‘In what ways?’ Each group of answers to this subsidiary question was given 
a code number, and the appropriate code was marked on the form. Other 
questions that required coding in this manner were Questions 40, 41, 52 and 
53. Another sort of coding operation was to convert a continuous variable 
into a series of groups for use in subsequent tabulation. For example, the 
age of the head of the income unit was coded in six groups; gross income was 
coded in twelve groups; and expenditure on durable goods as a percentage 
of net income was coded in ten groups. The occupation and industry of the 
head of the income unit were also coded into appropriate groups, the details 
of which were given in a previous article.1 


Tabulation and Analysis 

The data, now ready for tabulation, were transferred to punched cards. 
Each questionnaire occupied seven Hollerith 80-column cards. The scheme 
of tabulations was designed by the Social Survey and the work was performed 
by the Tabulating Research Centre. 

It was necessary at this stage to take decisions about the methods to be 
used in weighting the results. Since two strata of houses within each town 
had been sampled with different probabilities, it was obviously necessary to 
employ at least two weights. If all the income units selected within these two 
strata had been successfully interviewed, the weights would have been 
inversely proportional to the original sampling probabilities—which were in 
the ratio of 5 to 1. In actual fact, however, an appreciable proportion of in- 
come units were not successfully interviewed, and the proportion of non- 
respondents was considerably larger in the upper stratum of houses than in 
the lower. In the houses rated at £30 and over the response rate was 59 per 


cent; in those rated at less than £30 it was 78 per cent. Moreover, there was 
1 BuLLETIN, Vol. XIV, No. 11 and 12, Nov.—Dec., 1952. 
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a significant tendency for the response rate, at each level of rateable value, 
to be higher in the rural districts than in the towns, and higher in the smaller 
towns than in the conurbations. As can be seen from Table 4, the weighted 
response rate in conurbations was 66 per cent, in other urban districts 7 
per cent and in rural districts 86 per cent. Most of this difference in total 
response was due to a variation in the proportion of direct refusals of inter- 
views. The difference in degree of co-operation in town and country was 
not simply due to the fact that a greater proportion of country dwellings are 
in the lower rateable value groups. As the table shows, the response rate was 
higher in the country at each level of rateable value than in the towns. 


TABLE 4 


Response Rates Analysed by Rateable Value of Dwelling and Size of Town 
(successful interviews expressed as a percentage of total possible interviews in each group) 


Rateable value Great Size of town 
of dwelling Britain SO 
Conurbation Other urban Rural 
Under £10 a ce 84 73 84 90 
£10 to £19 Ras ot 79 74 81 84 
£20 to £29 a ase 68 64 69 83+ 
£30 to £39 ee =. 63 62 63 81 
{40:td 149 We Ge Ze. 55 51 55 80} 
£50 and over ... Bae 51 46 56 57 
Under £30 so aNe 78 69 80 87 
£30 and over ... aye 59 56 60 70 
All dwellings (weighted) 75 66 77 86 


1 Based on a sample of less than 50. 


The difference between the response rates in the three types of area seemed 
to be so large as to justify re-weighting the sample by reference to them. 
When taken in conjunction with the necessary re-weighting of the sample 
by the two rateable value strata, this decision entailed the use of six different 
weights. 

The process of re-weighting results is almost always a tiresome one, and 
can become rather costly. There are three principal ways in which the work 
can be handled: (1) each section of the sample can be analysed separately 
and the results weighted and summed by computers or on punched card 
machines; (2) if there are only a few weights and they approximate to being 
simple multiples of the group with the least weight, either the cards relating 
to each section of the sample can be reproduced an appropriate number of 
times to make up a weighted pack of cards for the whole sample, or the 
weighting may be done fairly easily on a tabulator; (3) in the last resort, 
each card can have its own special weight punched on it and the tabulating 
machine can be set to sum the weights for each group of cards so as to 
produce a weighted frequency distribution. 

The first method becomes very cumbersome if there are many weights 
to be applied; but where the analysis is a fairly simple one, and especially if 
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it is desired to study the data in the separate weight groups in any case, this 
method may still prove to be the most economical. ‘The second method 
becomes costly if the number of cards in the re-weighted pack is very large or, 
in the case where the tabulator performs the multiplications, if too much of 
the machine’s capacity is taken up with this part of the operation. The third 
method is generally slower and more expensive in machine time but, once it 
has been decided to adopt it, there is no restriction on the number of weights 
that can be used. 

The decision on which of these three methods is most economical for a 
particular survey depends on several factors, of which the most important 
are: the number of weights to be used, their relative values, the machines 
available and the types of analysis required from the data. After all these 
factors had been taken into account it was decided, in this survey, that the 
best method to employ was the third one. Once this decision had been taken 
there was no obstacle on the ground of cost to increasing the number of 
weights above the original number of six; and since there appeared to be 
some variation in the response rate between the four main regions of the 
country, in addition to the variation between town and country within each 
region, it was decided to take this into account. Hence, the total number of 
weights employed was raised to twenty-four. 

The re-weighting of results to compensate for variations in response rates 
is always a makeshift proceeding. The assumption behind it is that, although 
there are differences in response rate between identifiable groups of the 
population, there are no important differences within those groups. More- 
over, there can be no advantage in re-weighting unless there is some associa- 
tion between the qualities that are under observation in the survey and the 
characteristics of the groups exhibiting variation in response rate. In order 
to test the effect of the weighting system employed in this survey, some altern- 
ative tabulations were produced for a few major variables in which only two 
weights were used—one for each of the original strata. A comparison of these 
tables with the normal 24-weight tables showed that, at least for these variables, 
both systems of weighting produced almost identical results; from which it 
can be concluded that the system of weighting employed in this survey was 
not particularly useful. 

The volume of information obtained in this survey was exceptionally 
large and the analysis required a very extensive programme of tabulations. 
Almost all the items were cross-tabulated with at least four of the classificatory 
attributes, such as, region, size of town, age, sex and occupation of head, 
number of persons in the income unit and gross income group. The scheme of 
tabulations—designed to provide frequency distributions in all cases, and means 
and standard deviations in the great majority of cases—was very complex, 
especially in view of the necessity of weighting the results. The planning of 
efficient machine tabulations is a highly specialised function and no attempt 
will be made here to describe in detail the tabulating methods used. 

The figures produced by the sorting and tabulating machines were the 
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raw data for the analysis. Each table had next to pass through the hands of 
computers—who worked out percentage distributions, means and standard 
deviations—and thence to typists. 


THE RELIABILITY OF THE RESULTS 


How far can the results from one sample of 2,600 income units be regarded 
as representative of the true situation amongst all the income units in private 
households in Great Britain? This crucial question has recurred at many 
stages in the course of previous articles. At particular points in the analysis 
attention has been drawn to possible causes of error. In this section it is 
proposed to make a systematic examination of the causes of error and of their 
probable degrees of importance. 

The errors which arise in a survey of this sort may be classified under three 
headings. Firstly, there are errors which may be described as errors due to 
human weakness and inefficiency. In the course of the collection of data by 
human beings from human beings there are many possibilities of mistakes, 
misunderstandings, carelessness and stupidity. There may be deliberate 
dishonesty. Errors may arise from one or other of these causes at all stages 
of an inquiry from the time that interviewers set out into the field until the 
page proofs of the final report are passed for publication. 

The second type of error is that which arises from bias in the selection of 
the sample. Bias may be caused by faulty sampling methods, lack of proper 
control of the process of selection, or hidden defects in the sample frame 
from which the sampling units were drawn. Generally, of course, all these 
matters are thoroughly considered beforehand and a sampling procedure is 
designed which will avoid any known causes of bias. But there is one possible 
cause of bias over which the planner of a sample survey of a human population 
has, in the final analysis, no control: namely, the fact that the ultimate 
decision whether a particular person shall be included in the sample rests 
with that person alone. In all surveys, there are some people who are unable 
or unwilling to be interviewed; and the question arises whether these ‘ non- 
respondents’, as a group, differ materially from the rest of the population 
in respect of the characteristics that are under observation. 

The third type of error that occurs in sample surveys is sampling error— 
the possibility that the characteristics of the sample deviate to some degree 
from the characteristics of the population from which it was drawn. This 
type of error is quite distinct from bias: whereas biases ‘can, in principle, 
be eliminated, sampling error cannot be entirely eliminated so long as there 
is any variability in the population from which the sample was drawn. But 
the principles underlying sampling variations are well-known, and the limits 
within which an estimate is likely to deviate from the true value on this 
account can be accurately prescribed. 

We shall proceed to discuss each of these types of error in greater detail. 


Errors due to Human Weakness 
The catalogue of errors which may arise from imperfections of the 
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human agency is very long: it will be possible only to touch on the more 
important. The first mistake that may occur, in order of time, is that the 
person drawing the sample may fail to follow exactly the instructions, or copy 
down the wrong information from the sampling list. Next, the interviewer 
may interview the wrong person—through a careless reading of her instruc- 
tions—or she may ask the wrong questions, or fail to ask all the appropriate 
questions, or phrase the questions incorrectly. Even if the interviewer sticks 
closely to her instructions and to the text of the questionnaire, the person 
interviewed may misunderstand a question and give an irrelevant or inaccurate 
answer. This will usually be the fault of the person who designed the 
questionnaire. 

The questions may be correctly phrased and correctly understood, but 
the person interviewed—hereafter called the ‘ informant ’—may not be able 
to give an accurate answer. This may happen because it is impossible for the 
informant to know the correct answer—as for example if the accounts of a 
business have not yet been made up—or because he has forgotten the answer 
—as when he is asked to remember his income for a whole year, or the state 
of his bank account 12 months ago. In this survey there were many questions 
whose answers depended on the good memory of informants. When dealing 
with such questions, interviewers were instructed to encourage their inform- 
ants to look up records or to think carefully back over the year’s experience. 
If they were still uncertain of the correct answer they were asked to give a 
range of estimates. It was hoped that in the aggregate, such errors of estim- 
ation would be randomly distributed. Even if they are so distributed, how- 
ever, they will have had the effect of increasing—very slightly—the total 
sampling error. 

Once the information has been given by the informant, it starts on a long 
chain of transcriptions and interpretations, First, it has to be written down by 
the interviewer; then it is read, and possibly transferred to a worksheet, by 
an editor; it may have to be understood and classified by a coder; and it 
may form the raw material of an addition or multiplication sum by a com- 
puter. Each of these operators, in turn, will have to copy out his answer, in 
the right place, legibly and accurately. Then cards must be punched, and the 
machines set to sort and read the data. Serious errors can arise in punching, 
and the machines themselves are not infallible. Finally, the tables must be 
copied and analysed, and further tables prepared. In all of this there are 
dangers of the occurrence of simple, but sometimes devastating, mistakes. 

The supervision and careful checking of all these processes are highly 
responsible and arduous tasks. If sufficient attention is not given to these 
aspects, large and serious errors may occur, and the valuable work done in the 
earlier stages of the survey may be spoiled. In this survey much time and 
thought was devoted to the checking of the editing and coding operations; 
and the stringent checks were carried out on the punching, machining and 
computing of the data. Fortunately, much of the information was interlocking 
and, sooner or later, mistakes were generally discovered, But it would be a 
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brave man who would guarantee that all processing errors had been eliminated 
from a statistical analysis of this sort. 


Errors due to Bias in Sample Selection 

So far as is known, there were no appreciable causes of bias in the selection 
of the sample of rateable units. It is true that one of the towns originally 
drawn had to be rejected, because its council was unwilling to allow access to 
its rating records. It was a town at which there is an important naval base 
and it may be that similar difficulties would occur in other towns where 
security is regarded as important. If so, families living in such towns will 
have less chance of being selected for a sample of this sort than others. 
Further small biases may have occurred during the drawing of the individual 
rateable units from the rating lists; but there is no specific evidence of these. 
Some biases may also have crept in when the sample was being adjusted at 
headquarters, if the estimates of the average number of persons per rateable 
unit in the different first-stage strata were wrong. These would slightly alter 
the weighting of the sample. 

But none of these causes of bias are of any consequence in comparison 
with the possible effects of non-response. After the selection of the sample 
of rateable units 31 per cent of the income units living in those dwellings 
were excluded—or excluded themselves—from the sample. (The weighted 
response rate was 75 per cent, but the crude response rate, which was much 
affected by the heavy over-sampling of large houses, was only 69 per cent.) 
Clearly, therefore, we must give particular attention to the influence of non- 
response on the representativeness of the ultimate sample. 

The response rate is defined as follows. The designated sample of income 
units consists of all those normally residing in the rateable units on the sample 
list, with the exception of those excluded under the rule that not more than 
three households should be interviewed at any one address. Out of this 
designated sample, which represents the total possible number of interviews, 
some income units were successfully interviewed and others were not. An 
interview was counted a success if reasonably satisfactory information was 
given to the income questions. In fact, in almost all cases those who answered 
the income questions also answered all the other questions, and very few who 
gave information on other aspects of their affairs were unwilling to give their 
incomes. Income units for whom no interview was obtained for any reason, 
or who gave unsatisfactory information on their incomes, are called non- 
respondents. The response rate for the whole sample or for any part of it, is 
computed by expressing the number of respondents as a percentage of the 
total number of income units in the designated sample. 

It was not always easy to discover exactly how many income units were 
living at each address. If, of course, at least one successful interview was taken 
at a house it was usually possible to find out how many income units were 
living there. But in cases where there was never anyone at home when the 
interviewer called, or where one person came to the door and refused to enter 
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into any discussion, we cannot say with certainty how many income units 
were missed. In estimating the total number of income units in the desig- 
nated sample we have had to assume that the average number of income 
units in the addresses at which no contact was made was equal to the average 
number of income units at other addresses. 

The weighted proportion of non-respondents in this survey was 25 per 
cent. This is larger than in most surveys in this country; but not very much 
larger. The composition of this total, in terms of the reasons for non-response, 
is given in Table 5, which also shows separate figures for each of the 

TABLE 5 


Reasons for Non-Response, Analysed by Size of Town 
(number of non-respondents expressed as a percentage of all possible interviews in each type 


of area) 
Size of town 
Reason for Great Conur- Other Rural 
non-response Britain bations urban 
Too old or ill ... anc 3 4 3 2 
Always out or away 
from home ... 4a 5 7 3 2 
Direct refusal ... wee 13 18 12 6 
Refusal by someone else 5 4 4 2 
Income not known or ; 
not reported clearly 1 1 1 2 
Total non-respondents 25 34 Za 14 


Note. Since these figures are averages of the two strata of dwellings they are weighted to 
compensate for the different sampling rates in the two strata. 
three sizes of town. It will be seen that only about half of the total non- 
response was due to direct refusal. First, there were 3 per cent of income 
units who could not be interviewed on account of their being too old or ill, or 
because there had recently been a death in the house. Secondly, there were 5 
per cent who were said to be always out or away from home. It may be that 
this statement was not, in some cases, the strict truth but an excuse given to 
evade an interview; but there are certainly some people—especially amongst 
those aged 18 to 24—who can scarcely ever be found at home. As will be 
seen, the proportion of non-respondents from this cause was appreciably 
larger in the conurbations than elsewhere, and this is consistent with what 
we know of the faster tempo of life in the large towns. 

Direct refusals were given by 13 per cent of all income units. This 
figure is almost certainly larger than the figure of refusals in surveys on less 
sensitive subjects than income and savings. It shows a striking variation 
between the different sizes of town, ranging from 18 per cent in conurbations 
to only 6 per cent in rural districts. It is the chief factor responsible for the — 
differences in the total rate of non-response in the three types of community. 
Apart from direct refusals, there were some people who could not be inter- 
viewed because others stood in their way. Sometimes people who gave 
interviews themselves would not allow their servants or boarders or other 
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members of their family to be interviewed. But most of these refusals 
by someone else are due to one person refusing on behalf of a whole household 
or a whole dwelling. There is no certainty, therefore, that if our interviewers 
had been able to approach these people separately they would have proved 
willing informants. Finally, there was a small group of cases where a person 
was willing to give most or all of the information required but could not say 
what his income was, or gave unsatisfactory or incomplete income data. 
Under the general rule defining a successful interview these people were 
treated as non-respondents. 

What, then, was the effect of this rather large degree of non-response on 
the sample? Were the non-respondents people of any particular sort, or 
were they scattered amongst the population at random? It is clear already 
that the response rate was associated to some extent with the type of area 
and the size of house within each area: it was not randomly distributed in 
these respects. But these variations can be largely offset by re-weighting the 
results. What we do not know is whether willingness to respond is associated 
with other characteristics, such as occupation, age, sex, income or liquid 
asset holdings. All that we can do is to collect together the evidence—both 
internal and external to the sample—on which an opinion on this question 
can be formed. 

The first piece of evidence that may be adduced is the fact—already noted 
above—that, when the sample was re-weighted to take account of the marked 
differences in response rate in towns of different sizes, this operation had no 
significant effect on the distribution of some of the principal variables. This 
seems to suggest that the bias—if there was one—was equally spread over all 
types of area. Yet, if this were so, it would be a rather surprising phenomenon, 
in view of the very wide differences in the rates of direct refusal. ‘There seems 
to be some support here for an alternative hypothesis, namely that willingness 
to respond to a survey is a function of a general tendency to be friendly or 
hostile towards strangers. It has often been remarked that people are less 
friendly in the large towns than in the country; and this may be a general rule 
for all classes and types of people within these areas, and the response rates 
may have no special association with income and wealth. 

With a view to throwing some light on variations in the response rate, 
attempts were made in this survey to collect some basic information about 
all the income units for whom complete interviews were unobtainable. It 
was hoped that interviewers would be able to find out at least the age group 
and sex of the respondents, and perhaps even the occupation in some cases. 
Instructions were issued to the effect that as much as possible of the classi- 
ficatory data on the front page of the questionnaire should be collected. 
But the interviewers were not very successful in this part of their assignment 
and comparatively little information of this sort was in fact obtained. It is 
not possible, therefore, to draw much from this internal evidence about the 
characteristics of the non-respondents, 
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We come, then, to the external evidence on the representativeness of the 
sample. Although no amount of outside comparisons can prove conclusively 
the absence of bias—unless of course all the information sought in the survey 
is already known from independent sources—it is some reassurance if a 
sample is found to conform with the population in a number of major charac- 
teristics; and especially if they are characteristics which are likely to be 
associated with the variables under observation. Unfortunately, we are 
hampered in these comparisons by the fact that the sample was not drawn 
from the whole population but is limited to the private households. The 
outside data on which our comparisons are based refer, in almost all cases, 
to the whole population of Great Britain, including the 2} million people 
who live in institutions. 

One important set of comparisons can be made with data drawn from the 
results of the 1951 Population Census. The census does not recognise the 
category of ‘income units’, but some estimates can be made of the dis- 
tribution of income units according to sex, age, occupation and industry 
from the tables of males and females classified by age and marital status. 
Each male person of 18 or over is, according to our definition, the head of an 
income unit; and females, who are of the same age and unmarried, are also 
heads of income units. Some difficulties arise from the fact that in the survey 
we assumed that a man and woman living together as man and wife were in 
fact married, while in the census we have a record of—presumably—the 
number of males and females who are legally married, irrespective of whether 
they are living with their spouses. Other marginal discrepancies occur as a 
result of the survey’s ‘amalgamation’ of a few single adults, who had no 
independent means of support, with their relatives; and as a result of the 
survey’s treatment of the wives of servicemen as, in effect, unmarried. 

In the following comparison, no account has been taken of these differences 
of definition or practice. In the estimates of the numbers of income units of 
each type, compiled from One Per Cent Sample Tables, each male person aged 
18 or over has been treated as a head of income unit and each female of 
similar age, whose marital status was recorded as single, widowed or divorced, 
has been treated similarly. The tables do not provide exact breakdowns of 
occupations and industries by all three required attributes—sex, age and 
marital status—but reasonable estimates can be made in most cases. The 
results of the comparison are summarised in Table 6. 

No information is yet published on the composition of the institutional 
population by age, sex and marital status and consequently the census figures 
shown here necessarily include them. It was possible, however, to adjust the 
data in one respect by removing the members of the armed forces. Without 
this adjustment the proportion of male income units aged 18 to 24 would 
have been even larger than it is; and the distributions of males by occupation 
and industry would have been somewhat different. 

In spite of the unsatisfactory nature of this comparison, a study of the 
figures in Table 6 reveals a remarkable degree of correspondence between 
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TABLE 6 


Comparison of Suivey Results with Estimates Derived from the 1951 Population Census 
(percentages of total civilian male and female heads) 


Income units with Income units with 
male heads m 
Characteristic of income unit — Reve 
Census Survey Census Survey 
Allincome units with civilian heads aoe} ee 00:0 100.0 100.0 100.0 
Age of head 
18—24__... oan 28 ae bak 1452 9.51 21.0 21.4 
25—34  ... sai “ aN aes 20.5 21.0 11.0 9.8 
35—44__.... a ae ae bse 22.1 21.7 10.4 9.2 
45—54 ... La & ae ots 19.3 19.7 125 15.9! 
5564... +a =i he des iy 14.1 UG 15.5 
65 and over wise isa oo be ase2 14.0 29.4 28.2 
Occupation of head 
Self-employed a 7.9 7.6 2.4 2.6 
Managers and technical ie sc V7 Th PR- 5.6 Shak 
Clerical and sales... ain zie pate 9.0 9.5 14.5 19.7? 
Manual workers ... acts ae aa 59.4 62.81 29.2 26.4 
Retired and unoccupied 14.0 12.9 48.3 48.0 
Industry of head 
Agriculture 5.6 5.2 ital 1.6 
Mining and quarrying 4.9 5: 1) 0.1 0.2 
Manufacture—metal 18.5 16.2! 5k 4.0 
Manufacture—other 14.7 15:2 12°3 12.8 
Building and contracting 135 8.6 0.4 0.5 
Gas, water and electricity ” 2.0 ZL 0.3 0.3 
Transport and communications 8.8 10.7 1.9 2D 
Distribution ; noe ree 8.9 8.5 8.3 8.8 
Professional’and other services... 9.5 9.4 19.7 17.6 
Public administration as Rae 5.6 5:5 2.5 Sea 
Retired and unoccupied dss oe 14.0 12.9 48.3 48.0 


=! | 


1Survey figures marked thus show a significant difference from the census figures. 
Differences as great as these would occur less than one in twenty times in random samples 
drawn from a population with the characteristics indicated by the census figures. 

2 A difference as great as this would occur less than one in a hundred times in random 
sampling. 


the census and survey distributions. Out of 42 separate estimates in the table, 
eight show discrepancies which are significant ‘at the 5 per cent level’. 
Only one of the differences is significant at the 1 per cent level. For some of 
the figures which are significantly different explanations can be suggested. 
The unduly low proportion of male heads aged 18 to 24 in the sample is 
probably connected with the fact that young men of this age are very often 
out and away from home. By the same token, however, one would expect to 
find in the sample a lower proportion of females of the same age group; but 
this is not so. There is a peculiar deficiency in the sample of females in the 
ages from 25 to 44, and an unwanted surplus between 45 and 54. It is con- 
ceivable that a disproportionately large number of women of this age group 
live in institutions—as domestic servants, for example—but there is no reliable 
evidence to support that view. 
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The discrepancies in the occupational section of the table are not very 
remarkable in view of the difficulties of securing comparability of the two 
occupational classifications. For both males and females the census shows a 
larger proportion of managers and technical employees. This group has ill- 
defined limits and in the rearrangement of the census data for this comparison 
all persons classified as ‘Operatives—social classes I and II’ were included 
under this heading, with the exception of clerks and typists. It is not unlikely, 
therefore, that a good many people who would have been classified as manual 
workers in the survey were classified as managers or technical employees by 
this criterion. This would help to explain the surplus of male manual workers 
in the sample. The proportion of female manual workers is already rather 
too low, and it would not be helpful to suggest that it should really be lower. 
But in the case of the females there is a similar difficulty in drawing the line 
between ‘clerical and sales’ workers and the ‘ managers and technical’ 
category. In view of the special approximations that were used in compiling 
the estimates of the distribution of female heads of income units, the differ- 
ences between the census and survey figures are not very strong evidence of 
bias in the survey. The distributions by industry show, for both sexes, a 
high degree of correspondence. 

So far, the tests with outside figures are comparatively reassuring. From 
the results of the survey itself we know that there are important associations 
between income and occupation and between wealth and age; and if the 
sample is reasonably representative in respect of age and occupation it is not 
likely to be completely out of alignment for the related variables. But there 
are some disturbing features. Firstly, it must now be confessed that, although 
the degree of correspondence of census and sample within the two sex groups 
is quite good, there is a curious discrepancy between their estimates of the 
proportions of male and female heads of income units. According to the 
census the proportion of income units with male heads is 70 per cent : accord- 
ing to the survey it is 75 per cent. This difference is significant by any stand- 
ard. To what can it be attributed ? 

There are two possible explanations of the apparent deficiency of female 
heads of income units in the sample. The first is that a disproportionately 
large number of single women live in institutions. It is quite likely that a 
majority of the income units in institutions—which include residential 
hotels and boarding-houses as well as institutions like hospitals, schools and 
homes for the elderly—are single women; but the proportion would have to 
be very large indeed, perhaps as much as three-quarters, to account entirely 
for the deficiency of single females in the survey sample. 

Another possible explanation is that some single women were treated in 
the survey as if they were married. This is clearly a delicate point; and inter- 
viewers were obliged to take the information on family relationships as it 
was given to them. The possibility cannot, however, be excluded that the 
survey gives a more reliable reflection of the true situation in the population 
in this respect than the census. 
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One check can be made on the sex composition of the sample which 
excludes the influence of both these factors. There is a census table in which 
heads of private households are analysed by sex and marital status. According 
to this table, households of which the head is a single, widowed or divorced 
women constitute 17.9 per cent of all private households. In the survey, the 
proportion of heads of households who were females was 17.4 per cent. The 
correspondence is extremely close, and it suggests that the difference between 
the census and survey estimates of the proportion of single women in the 
population is due to differences of definition—such as those mentioned 
above—rather than to any bias in the survey sample. 

Several comparisons of the survey results with outside estimates have been 
made in previous articles in this series. Many of these are reassuring; but 
there are one or two comparisons which indicate a definite deficiency in the 
survey sample. Both in the comparison of the components of personal 
income and in the comparison of the survey’s estimates of total liquid asset 
holdings there is evidence of a bias towards the under-representation of 
property ownership and property income. This bias does not necessarily 
affect appreciably the distribution of income by ranges of size, nor even the 
frequency distribution of liquid asset holdings; but it does affect the estimates 
of aggregate or average holdings of assets. It is possible that the deficiency is 
caused by the abstention from the survey of a quite small class of persons 
whose incomes are derived mainly from the ownership of capital. 

To summarise this section, it may be said that, from such evidence as 
can be adduced, the existence of a large volume of non-response in this 
survey does not seem seriously to have distorted the sample in respect of its 
composition by age, occupation, industry and total income. The evidence 
about discrepancies in sex composition is inconclusive. The one major 
deficiency is in the amount of property income recorded and, parallel with 
this, in the volume of liquid assets owned. 


Sampling Error 

When a sample is drawn at random from a larger group—called the 
population—the characteristics of the sample will rarely correspond exactly 
with those of the population. The difference between the mean value—for 
example—of the population and the mean value shown by the random sample 
is the sampling error. When the characteristics of the population are known, 
it is possible to predict the standard deviation of the means of samples of a 
given size about the mean of the population. This standard deviation is called 
the standard error of sampling. If the original population is distributed fairly 
symmetrically around a single mode, and the number of units in the sample is 
not too small—a hundred may be sufficient—the distribution of the means 
of the samples will aproximate to the theoretical ‘ normal’ distribution. In 
those circumstances, 95 per cent of the sample means will lie within a range of 
twice the standard error on each side of the population mean; and 99 per cent 
of them will lie within a range of three times the standard error from the 


same point. 
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In practice, of course, we do not usually know the characteristics of the 
population, but we are concerned to estimate them from the sample. It is 
of no direct interest to know the probability of drawing a sample with a mean 
of given size from a known population : what is required is an estimate of 
the degree of reliability with which we can estimate that the population value 
lies within certain limits on each side of the sample value. This is a different 
logical process—known as ‘inverse’ probability—and it is generally based 
on the assumption that all population values are equally probable a priori, 
i.e., before the sample is drawn. Once the sample has been drawn, we can 
ascertain from which kind of population such a sample would have been 
produced with the greatest probability, and we can infer that this gives the 
most ‘ likely ’ estimate of the true population value. On similar assumptions, 
if we choose limits of twice the standard error on each side of an estimated 
mean value, we can predict that in 95 samples out of 100, drawn in the same 
manner, we shall be correct in estimating that the true population value lies 
with these limits. 

The standard error of an estimate based on a simple random sample can 
be calculated by relatively simple methods. In this survey, however, the 
sample was not of this simple type. A precise calculation of the standard 
error of each of the many estimates derived from the sample would require 
more effort than was put into the entire analysis of the results. It is reasonable 
to assume, however, that measurements in a common field of study will show 
similar tendencies, and that estimates of the standard errors of a few typical 
measure:nents will provide an indication of the standard errors to be antici- 
pated for others. In particular, we might expect that there would be a ten- 
dency for the actual standard errors to deviate from the standard errors of 
random sampling by a broadly similar proportionate amount. 

The standard error of an estimate from a multi-stage sample can be 
estimated, with sufficient degree of accuracy for practical purposes, from the 
variability shown by the first-stage units. This variability is an amalgam of 
the actual variability of these units in the population and the variability of the 
sample estimates of their values, based on the samples of second-stage units 
drawn from them. When the first-stage units are stratified it is necessary to 
have estimates for each stratum separately. In this survey, for reasons given 
earlier, the stratification of first-stage units was pushed to the point at which 
only one unit was drawn from each stratum. In such circumstances no 
estimate of variability within strata could be made, and in order to overcome 
this difficulty it was necessary to pair up strata. Pairs were selected by 
reversing the original process of division, and putting together, so far as 
possible, those strata which would have been united if it had been the original 
intention to draw two first-stage units from each stratum. To some extent 
this was a matter of judgement; but the judgement was made on a priori 
grounds and without reference to the actual results of the survey or the effect 
of the decisions on the estimates of standard errors. 

The differences between each pair of first-stage units provided estimates 
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of the variability between the first-stage units and, hence, by suitable weight- 
ing of the strata, of the total standard errors of sampling. The actual formulae 
employed are given in a note at the end of this article. The estimates 
obtained in this way are probably biased upwards, since the average variation 
between pairs of first-stage units that were originally drawn from two different 
strata will be greater—provided that the last stage of stratification was at all 
effective—than the variation between pairs of units selected at random from 
undivided strata. However, from tests of correlation between the three 
principal variables and the industrialisation index—which was the chief factor 
used in the final stage of stratification—it appears doubtful whether the last 
stage of stratification was in fact particularly effective. 

Estimates of the actual standard errors of three variables and of four 
proportions are given in Table 7, column (2). Each of these relates to figures 
derived from the whole sample. The meaning of these standard errors is, ag 


TABLE 7 
Estimated Standard Errors of Selected Characteristics in the Total Sample 
Mean Estimated | Standard | Standard 
Description or pro- standard error of | error from Col. (2) as 
of portion error of simple unstrati- per cent of : 
characteristic given by actual random | fied first- |———— —— 
sample sample )\ sample of stage Col (3) | Col (4) 
same size units 
(7) (2) 3) (4) (5) (6) 
Mean amount per in- 

come unit 2 £ £ £ 
Gross income s56 424 12.1 15 IAae/ 105 95 
Liquid asset holdings 225 24.7 2153 26.8 116 92 
Total saving so +4 39 3.4 4.1 105 95 

Proportion of income 

units who: OK WB oe Th 
Own acar ... a 8.2 0.76 0.54 0.85 141 89 
Own a television set UP 0.61 0.51 0.79 120 de 
Expect income to rise 26.8 a2 0.87 122, 129 93 
Expect to save 74 pa 1.20 0.88 1.6 136 the 


indicated above, that the mean value of the population can be expected, with 
95 per cent confidence, to lie within a range of twice the standard error on 
each side of the mean value registered by the sample. Thus, the true mean of 
gross income can be expected, with this degree of confidence, to lie between 
£400 and £448 approximately; and the true proportion of car owners should 
be somewhere between 6.7 and 9.7 per cent. 

The table also shows, in column (3), the standard error that would be 
applicable to a sample of the same total size drawn directly and at random 
from the population. It is interesting to compare this estimate of the standard 
error with the estimated standard error of the sample actually employed. 
The difference between the two is primarily due to the two-stage structure 
of the actual sample. Some effect may also Be produced by the use of clusters 
of income units (in each rateable unit) in the actual sample; but this depends 
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on the existence of a positive or negative association between income units 
within clusters. In general, this association is not very marked, and it is safe 
to ascribe most of the difference between the two estimates of the standard 
error—in columns (2) and (3)—to the two-stage structure of the actual 
sample. 

An inspection of the figures suggests that the effect of a two-stage design 
is greater in the case of attributes than in the case of variables. As can be seen 
from column (5), the actual standard error of mean gross income is only 5 
per cent greater than the simple random standard error. For the other two 
variables the difference is somewhat greater; but none of these differences are 
as great as those shown by the proportions. The actual standard errors of the 
proportions are between 20 and 40 per cent greater than their simple random 
standard errors. 

Why should the precision of estimates of proportions be thus reduced 
by two-stage sampling to a greater degree than the precision of estimates of 
the means of variables ? The answer must be either that there is a greater 
relative variability between rating areas in the incidence of attributes of this 
kind than in the means of economic variables, or that the stratification of the 
rating areas was more effective in the latter case than in the former.! The 
effectiveness of the first-stage stratification can be tested by comparing the 
variability within strata with the overall variability of the first-stage units, 
irrespective of stratification. The results of such a comparison are shown in 
column (6) of the table. From this it will be seen that stratification reduced 
the degree of variability between the rating areas by comparatively little in 
the case of means of variables but by much more in the case of proportions. 
The conclusion must be that the rating areas are fairly homogeneous in 
respect of variables and that the methods of stratification used in this survey 
were not particularly effective in making them more homogeneous; while, 
in the case of attributes, the areas vary much more greatly amongst themselves, 
despite the fact that this source of variability was much reduced by stratifica- 
tion. What this means in practice is that in this country there is much less 
variability between one area and another in average income or wealth than in 
the proportion of people who own cars, or television sets or have one or other 
point of view. It would, however, be surprising to find big variations between 
areas in such characteristics as the proportions of males and females, or the 
proportions of persons of particular age groups. 

No estimates have been made of the standard errors of figures derived 
from sub-groups of the sample. It should be reasonable to assume, however, 
that estimates based on smaller numbers will be subject to sampling errors 
which increase inversely with the square root of the number in the sample. 


_ ‘It is possible that some of the variability between areas is due to variability between 
interviewers, since, in most cases, only one interviewer worked in each area. But the argu- 
ment of this paragraph would be affected only if there was reason to believe that the influence 
of interviewer variability was greater in the case of attributes than in the case of variables 
This might be true of attributes derived from opinion questions, but there seems to be no 
a priori reason why it should be true of other attributes. 
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Thus, an estimate based on 500 cases will have a standard error about twice 
as large as one which is based on 2,000 cases, provided that the distribution 
of the attribute or variable is similar in the two samples. 

Sampling error, as we have seen, is only one of several possible sources of 
error in a sample survey. Because it is a form of error which can be treated 
mathematically and with an impressive volume of theoretical argument, it 
sometimes takes up too much of the stage. It is a fair guess that more serious 
errors are caused by reporting and processing errors than by sampling fluctu- 
ations. Non-sampling errors can arise, and do arise, in censuses and other 
official inquiries, as frequently and with as serious effects, as in sample 
surveys. In assessing the accuracy of a survey estimate each possible source 
of error must be taken into account. Some results are more likely to be 
affected by response bias; others by sampling errors; others by errors of 
reporting or processing. It is hoped that this discussion will have provided 


some basis for judging the relative importance of the different sources of error 
in each case. 
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NOTE ON ESTIMATION OF STANDARD ERRORS 


The standard errors of the actual sample, shown in Table 7, column (2), 
have been calculated on the following formula : 


ti==iA =m 


J é 
\2 = = 
Standard error = > (2) ae = 7 SS (V3 — Hi)? 
. t t j = I 


¢ == 1 
Where : 
N = total population of Great Britain. 
N, = population in first-stage stratum 2. 
d = number of first-stage strata. 
m; = number of areas sampled in stratum 2. 
¥,; = sample mean of a variable or proportion in area j of stratum 1. 
yy; = sample means of a variable or proportion in stratum 7 (based on the 
results for the m, areas drawn from stratum 2). 
This formula takes no account of : 
(a) the effect of sampling from a finite number of areas in each stratum. 
(b) the within-area variance, except insofar as it is already incorporated 
in the between-area variance. 
These two influences will work in opposite directions; but, on balance, 
the standard error, as estimated on the above formula, will tend to be slightly 
greater than the true standard error. 
For the five towns which were sampled at one stage, the within-stratum 
variance was based on the variance of income units within towns, there being 
no between-town variance. For these towns the term : 


j=m, 
rat ss (Vi — 9 
was replaced by ial 
3 (Fe) See oe (Virn —< ay 
sae j n;, (Nj, — 1) eee 


where 
Nx, = Estimated population of stratum & within town i. 
N; = Population of town 7. 
n;, = Number of income units interviewed in stratum & of town i. 


isn = Sample value of the Ath income unit in the kth stratum of the zth 
town. 


Yi = Mean sample value for all income units interviewed in the &th 
stratum of town 2, 


HEF .SLYDALL 


THE UNITED STATES RECESSIONS OF 
1948-9 AND 1953-4 


Internally, the U.S. recessions of 1948-9 and 1953-4 have been rather 
similar. But the external effects have been markedly different. While the 
1949 recession led to serious balance of payments crises in many countries, 
this tine an almost equivalent fall in U.S. industrial production has taken 
place without causing any such acute difficulties for the rest of the world. 
A discussion of the external recession effects, and the general changes in the 
U.S. balance of payments, will be preceded by a brief comparison of the 
internal aspects of the two recessions and the economic climate which sur- 
rounded them. 

By 1948 the major change from war to peace had taken place in the 
American economy. Government purchases of goods and services had fallen 
from 43 per cent of the G.N.P. in 1945 to 13 per cent in 1948. The private 
sector had expanded remarkably to take up this fall in government demand. 
Pent-up war-time demand increased total personal consumption (mainly in 
durable goods expenditure which more than doubled) and private investment 
which nearly trebled. By 1948 the exceptional rate of expansion in the private 
sector was slowing up, but both consumption and investment were still 
rising quite strongly in the early part of the year. But in the second quarter of 
1948 there was a significant Increase in personal savings and the ratio of 
savings to disposable income rose steeply in the middle of the year. This, 
combined perhaps with the continued rise in prices,! slowed up the rate of 
expansion. 

In mid-1953 heavy defence commitments had again increased the Govern- 
ment’s share to 28 per cent of the national product. This change, like the 
earlier switch from a controlled war economy, had considerable expansionary 
force. The rate of inventory accumulation, which had been exceptionally 
high following the post-Korean boom in 1951, fell sharply at the end of that 
year to a very low level by mid-1952. In addition the steel strike of 1952 
caused shortages in metal-using industries which brought the rate of inventory 
accumulation down to even lower levels than they might otherwise have 
reached. As consumption expenditures rose rapidly (particularly in con- 
sumer durables) and businesses attempted to rebuild stocks, industrial 
production increased sharply in the second half of 1952. But the rate of 
increase in production appears to have outstripped the rate of increase in 
consumption, which began to tail off early in 1953, and stocks began to mount 
up again. This time, however, there was no violent change in the ratio of 
savings to disposable income, which fell slowly, and not very much, from 
mid-1952 to mid-1953. Morecver, unlike 1947-8, prices had been falling 
prior to the current recession.” 


1 In the eighteen months prior to mid-1948 retail prices rose by 14 per cent and wholesale 


prices by 19 per cent. ; 
2 Wholesale prices fell by 8 per cent from their peak in 1951 but were roughly stable 
after mid-1953. Retail prices reached their peak in early 1952 and had been more or less 


stable since. 
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The recessions compared 

Table 1 shows the percentage changes in a few of the more important 
economic indicators! during the two recessions. It will be noted that industrial 
production fell by about 8 per cent in both recessions, while the G.N.P. fell 


TABLE 1 


Changes in Major Indicators During the Two Recessions 


Percentage change Percentage change 
4th qtr. 1948 to 2nd qtr. 1953 to 
4th qtr. 1949 1st gtr. 1954 

Gross National Product ails re abe —3.8 —3.8 
Gross Private Domestic Investment ae —32.1 —20.4 
Total Fixed Investment... Poe soe —5.5 —3.6 
Total Personal Consumption Expenditure ... +2.4 —0.4 
Expenditure on Durable Goods ... sais eG hI | —7.5 
Expenditure on non-Durable Goods oe —2.3 —0.9 
Expenditure on Services ... de ope +5.4 +3.3 
Industrial Production ... sot ao ane —7.7 —8.8 
Wholesale Prices ae hs Seis ia —6.3 +1.0 


Source: United States Department of Commerce, Survey of Current Business. 


by only half as much. The decline in the industrial sector of the economy 
was offset to some extent by contrary movements in other sectors (particularly 
government and household). Within the industrial sector, the greatest 
changes have been in the production of durable goods. Thus, during the 
1949 recession, production of non-durable manufactures fell by 7 per 
cent, but the production of durable manufactures fell by 25 per cent. This 
time the difference is not so great; whereas production of non-durable 
manufactures has fallen 5 per cent, production of durable manufactures has 
fallen 134 per cent. There were even greater fluctuations in some of the 
earlier stages of production. For example, in the latest recession there has 
been a 23 per cent fall in the output of steel ingots? and primary metals as a 
whole. 

The reduction in gross private domestic investment was smaller in the recent 
than in the 1949 recession—20 per cent as against 32 per cent. As total 
(private) fixed investment? fell very little in both recessions, the decline in 
gross private domestic investment was largely accounted for by inventory 
falls. This can be seen clearly in Chart II. The liquidation of inventories in 
1949 was greater than would otherwise have been the case because of the 
steel strike of that year, which, similar to 1952 caused an involuntary 
depletion of stocks in the durable goods industries. On “he other hand, the 

; 

Gale tockiroin orcliminaag fpnrenepiablioaes teri tenty oe se 
Also, the current recession has, as far as the latest quarterly figures indicate, not yet pater 
although there are signs from the monthly figures that the upturn may have commenced. 


Further, it will be seen that the percentage changes for the current i 

as against four quarters for the 1949 recession. ; Tivaet Palmas Cae 
* The steel industry was about 25 per cent under ‘ capacity ’ but the 1 imi 

monthly returns show a reduction in this ‘ surplus aie » mer ayers 


3Gr ‘vat Pena ee ‘ : 
ee pe private domestic investment = total (private) fixed investment + inventory 
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I. U.S.A. Imports of Merchandise 
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from Sterling area 


millions of dollars 


200. 


1948 1949 1950 1951 1952 1953 1954 


decision to reduce military production rates probably had an adverse effect 
upon the inventory position during the current recession. Yn describing both 
recessions as inventory adjustments care must, however, be exercised as the 
figures given for inventory changes are in monetary terms. Fitms often 
revalue their inventories as prices change, but they do not necessarily revalue 
or revalue to the same extent (or to the extent of the price changes). It is 
impossible, therefore, to calculate real inventory changes with any degree 
of accuracy. Taking into account the fall in wholesale prices during 1949 and 
their rise during 1953-4, one may hazard a guess that real inventory changes 
were smaller in 1949 than this time. 

Although total fixed investment was relatively stable, the changes in one 
of its components—new construction—are of some interest. (See Chart II or 
Table 2.) During the first recession it was one of the first indicators to fall. 
It was also the first to rise again, mainly because of an increase in new 
residential construction.! In the present recession, new construction showed 
a small dip during the third quarter of 1953, but has increased ever since, 
thus partly offsetting the decline of investment in producer’s durables. 


1 The increase in new residential construction followed a reduction in the cost of new 
housing. At the same time an amendment to the National Housing Act permitted smaller 
down-payments and longer repayment periods for mortgages. Also mortgage interest rates 
fell at this time. 


THE BULLETIN 


248 


vS6l tsé6l zs6t 1s6l OS6l SvG6I 


UOTPNIYsSUCD MaN----- 
quewdinby e[qeing sse2nposg —-— 
qQUseULzpseAUy Ppexty [&?°] ----- 


pUsurzs2AUy aKgseuog sPeAtIG $8015) === S. a ——- ’ — 


yUAUJSSAUT DI}ZSoUlOg os}yeAlIg ‘T] 


suortitd gf 


‘UNayINgG ansasay IDsapa.y BY} PUL SSIUISN JUBsAND fo Kaaang eo10utur09 jo yuourzredaq “S'q, : 294n0S 


oO 498% = LoEt = =—L OTE zal 618 Teles (hi eo Lt 0°97 S'¥y SOC 8 SSE ae f S61 
+ 
N O8r'T O€FT OOTT 621 0°98 00—- (Gis OFZ LZ oSy LOCC, aS O9E™ lige BNE 

GrPeT CLI SOTE cet $S8 Silee 07% 842 9Sz 7s CLEC, BCLOEe lee ke 

€8pht 96rT 9°60T 9€T 9°98 coe vs ove 6'SZ 6Ss Si0E, WIG OOSN me LE 
EP S8L'T O9rT 6 60T FET ¥'€8 lies Lic 792 0'SZ 6 +S ELEC™ BOSSE | el €S6l 
ee TLE Tee Sav) ee OLE ZET +08 R= ¢3 SZ 6 EZ OLS ViVCC) EOC ie BEAT 
wn 199'T vret O6TIT Zr SLL (Oi Gomes (Aa 6 v7 TE? €°cS BAS SAS Ne 1G 
S Ae PETITE SPL! 6IT LLL s'0 L0 9°SZ +7 9°6F SIAM AE as NI AN 
_ S65 Seed ee OIE vA! TL V2 oT 9'SZ €°€7 vos LETC Ee ViOVE. eee ek cS6L 
we OOLT 9ST 9ETT 6TT OTL 87 0's £42 €°77 OTS COL BOOEee is AT 

0so'T €6zT SEIT Sit SL9 ie! vor S' bz €°27 7 LS 990%. Sick oe |: met ie 
ru CLikan) OCC le mao LE ZA 709 (Gime TLt 0'SZ vez cs9 Siv0ce ShiOSea is a et 
co CSEiC OIL OEP ct aes Lo 6'0T F472 oe 66S COT) amo GL Eat | eee TS6T 
+> 
oy Oli  cGSZL L600 TZ TOF Li Cae EST Tz 1 £4 €€9 G6OT) BES0Se | aAL 
is ¢3s9'% OLcT TF SOT 8IT € OF (ims 3's L'¥d 1 £4 LYS ge0z 9962 | III 
Fe (HENS IST ANE © 1gkilss 60T €0+ t= €8 Liz 0°27 0'cS LOST WSiO8ee | ee aE 
S 67h LSOT 286 Oot oTb | Ea L0 L8t L'02 70+ TiS8te BOSSCs le aa OS6T 
n 
“a Tove €T0T 846 96 er COs Sis 7 8t 78st OTE OSS SS OSCR se TAL 
ZIL€ veOl 72:86 96 OEP 70 I> st 691 Le GOST. ~69S05)" TIT 
A Toec‘e SOT 0°66 c6 ad eT (Ge T6L SOT 9'E @08st “9'8Se | If 
S LI0‘e O90T 9 TOT 66 Tey oT ct Zor TLT OLE ESLi SS 097s | ae 6r6T 
P= cos‘t SS Ott + ¥0T +OT € Or TT OL L02 SLT LSP SOL] BOW9Cm |e SPAT 
aH Z0ie © LElte QoiSs0L FOr 6 8E 0'0 6S £02 781 O'bb EOL SC'SoCe ee ALE 
fa 9v0'Z 8s OIL 6 £€0L €0r OSE 97% Ly 9'6T OLT Tr GLLTS SS lsc ales 
fe Tse‘7 T60r cedr £0T OTE OE v7 Tot OLT $'8E SVLEs TCsr7e | at 8r6T 

See ean meses a a _——$—————$—$— 
a ool ool sat quam 
a 6P-LV6L 6Y-LPEL | Sa2tasas -sojuan -qinba uy saan} 
23) (spun (suo (saandyf (saandif | pup quam | -UuLssau ajqvanp -9NAIS 1910, |-wpuadxa 1v40 7 
Bb -snoy})  -119 $) 1yjuom Aqyzyuom | spood fo -jsanut | -1snq us s,4a9np = -409 uoy ‘d'n'»d 
z qua. saps fo-an joan saspy9 udrasof | aduvyQ -OAd man -duns 
5 hog  ssau ht) =“) «| -4nd 10N -u09 
-mauy -ISng ween: woe 4005) qUaUsanuy IsaMod ajvartsg ssosy) |jpUossaq 
7 i) 
-3J0y  —- 1V244 (sappjop fo suoyyig u2) sazos ponuun yo syojo, Apaazannb passnipw Ayouosvas 
fo xepuy -snp| | -—— eee Ce 
fo xapuy JINPOAT 1VU0UY NT SSOAD) 


ee 


PS-8P6L ‘SAOPVIIpUL 4aYjO UIY{49D Ut PUD joNPOAT [VUOIIVN SSO4D 24, Ut sasuvy) ‘7 AIAVL 


250 THE BULLETIN 


The changes in personal consumption expenditure are shown in Table 3. 
The remarkable buoyancy of total consumption expenditure is mainly 
accounted for by a steady rise in expenditure on services. Expenditure on 
non-durable goods fell in both recessions. But whereas expenditure on 
durable goods during the current recession has fallen by 7} per cent, it rose 
by 11 per cent during the 1948-9 recession. 

The curious contra-cyclical rise in durable goods expenditure in the 
first recession requires some comment. Following a considerable increase 
from the end of the war, this expenditure fell by 5 per cent between the third 
quarter of 1948 and the first quarter of 1949. Thereafter, despite a deepening 
of the recession, expenditures rose sharply. Increased purchases of cars, 
which had previously been in short supply, and of television sets following a 
reduction in price, seem to have been important causes. In this recession, 
the decline of 74 per cent came after a sustained rise in expenditure of about 
20 per cent in the preceding year. This time there have been no factors at 
work to cause any rise in this expenditure during the recession. 

From the last three columns of Table 3 it would appear that a rise in 
the ratio of savings to disposable income contributed to the onset of the 1948-9 
recession, and its decline to the hastening of the subsequent recovery : while 
in the current recession the ratio remained fairly steady somewhat above the 
pre-recession level. 

The high level of total personal consumption expenditures in this recession 
can perhaps partly be explained by the fact that the fall in income payments 
through under-employment has been almost entirely offset by a decline in 
personal income tax liability and by a rise in unemployment compensation. 
Disposable income has been rising slightly throughout the recession and 
must be counted as one of the factors that offset the fall in business invest- 
ment. 

The decline in fixed and inventory investment of businesses was also 
offset in the public sector. Government purchases of goods and services were 
twice as high in 1953 as in 1949 and increased by almost 4 per cent at the 
onset of the current recession (compared with a rise of 6 per cent in the 
early stages of the 1949 recession). As Government outlay in 1953 was about 
$56 billion higher than in the previous year, it compensated for some of the 
disinvestment in stocks. In the first quarter of 1954 Government outlay 
decreased, mainly as a result of the decision to reduce military production 
rates (see Table 2). 

The net effect of Government activity on the rest of the economy, as 
shown in Table IV, was contra-cyclical in both recessions. In the current 
recession there were actual deficits in the fourth quarter of 1953 and the 
first quarter of this year,! but the contra-cyclical effects were less than in the 
1949 recession. It would appear that in neither recession was there any 
conscious attempt to bring about a deficit, but the U.S. fiscal system acts as 


1 There was a budget deficit of $3.5 billions in the first™ is ti 
Wee eee n the first quarter of 1950 but by this time 
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TABLE 3 
U.S.A. Personal Consumption Expenditures, Personal Saving and Disposable Income! 


Total | Expendi-| Expendi-| Expendi- || Personal Dispos- | Ratio of 


Con- ture on | ture on | ture on Saving able Personal 

sumption | durable Non- Services Income Saving 

Expendi-| goods durable 5 to Dis- 

ture goods posable 

. Income 
Billions | Billions | Billions | Billions || Billions | Billions Ye 
1948 Eo feast 274.6 22.1 100.2 325 SZ 179.8 2.9 
TT cach hd. 23.4 100.6 53.9 10.3 187.7 5.5 
III 179.7 23.9 101.4 54.8 13.3 193.0 6.9 
LNeien |) Mk 79.8 22.5 101.4 55.9 13.0 192.8 6.7 
1949 prea hain Wy As 7, 22.4 100.1 56.3 10.1 188.8 5.3 
Listers 80:2 23.6 99.6 57.0 ipl 187.3 3.8 
III 180.5 24.5 98.1 57.9 5.6 186.1 3.0 
IV... 183.0 25.0 99.1 58.9 3.9 186.9 2.1 
1950 Leena LBS 26.0 98.6 60.4 13.9 199.0 7.0 
1952 Te. AS. 7 26.0 172 70.5 15.0 228.7 6.6 
1 | er A 27.4 118.0 71.8 14.5 PSG | 6.3 
III 217.2 25.1 118.7 73:3 19.4 236.6 8.2 
IV. ...| 224.4 28.2 121.1 ihe! 18.6 243.0 ed 
1953 ue a Pe Loe | 30.2 121.2 76.3 aly Re / 245.4 7.2 
Te | 250.8 30.3 119.6 80.9 19.6 250.4 7.8 
III 231-2 30.3 118.6 82.3 20.0 251.2 8.0 
IV 229.7 28.0 118.7 83.0 21.5 251.2 8.6 
8.6 


1958 PE 230;5 28.0 118.8 83.6 21.8 252.3 


Source: U.S. Department of Commerce, Survey of Current Business. 
1 Seasonally adjusted quarterly totals at annual rates. 


TABLE 4 
United States Budget Revenue, Expenditure and Surplus (+) or Deficit (—) 
Adjusted Adjusted Adjusted 
Budget Budget Budget Surplus(+) 
Revenue® Expenditure® or Deficit (—) 
$ Billions $ Billions $ Billions 
PO4GRAMIIT: ee aoe 60.2 48.7 +11.5 
TV, Wess ae 59.6 50.2 + 94 
1949 1 a Ae 55.8 53.5 + 2.3 
Tl) 26 oes 55.2 54.6 + 0.6 
i ff fee aes std 56.8 55.0 + 1.8 
DV Ges: 34: 56.5 55.5 + 1.0 
195255 LV... “ie 94.4 92.3 + 2.1 
1083 Lee as 98.9 93.9 + 5.0 
DT year. as 100.6 94.8 + 5.8 
Pils or aoe 99.9 98.3 + 1.6 
IVa. aes 94.5 99.2 — 4.7 
1954 a ae = 92.74 96.64 — 3.94 


Source: U.S. Department of Commerce, Survey of Current Business and the Federal 
Bulletin. 

Seen from seasonally adjusted quarterly totals at annual rates, with the 

exception of the figures for Government unilateral payments to foreigners which are not 


ally adjusted. ; aoe 
was Tee rovendes net of the item ‘ subsidies less current surplus of government enterprises 


in: 1 Reserve Bulletin. : i : 
~ Geel Givens expenditures on goods and services less unilateral transfers to 


foreign countries, plus transfer payments and net interest paid by the government, 
«Calculated from preliminary and estimated figures. 
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a potent built-in stabiliser. Since Government purchases of goods and 
services were 13 per cent of the G.N.P. in 1948 and 28 per cent of a larger 
G.N.P. in 1953, the built-in stabilisers have probably had greater effect this 
time than in 1949. 

It is also interesting to note a more active use of monetary weapons during 
the current recession., In both recessions open market operations were used 
to ease the credit position, but during the current recession commercial 
banks’ reserve requirements were lowered and the Bank rate weapon was 
used.? 

Differences in price movements prior to and during the two recessions may 
have influenced consumers’ as well as business behaviour. Wholesale prices 
fell by 6 per cent during the 1949 recession, but they have been remarkably 
stable during the current recession. Prior to 1949 wholesale prices had been 
rising steadily, whereas this time they had been falling steadily since 1951. 
The abrupt changeover from rising prices and inventory profits to falling 
prices and inventory losses, which took place in 1949 did not, therefore, recur 
in 1953. In the earlier recession, consumer prices fell by 64 per cent between 
August 1949 and February 1950, but this time they have fallen only 1 per 
cent so far, and they did not start falling until the last quarter of 1953. Food 
and Clothing prices had been falling for some time, but Rent, Transport and 
Medical Care rose steeply ; rent because of the lifting of rent control and 
transport because the rising costs during the Korean boom were only now 
being passed on to the consumer. 


THE EXTERNAL IMPACT OF THE RECESSIONS 


After describing the effect of the two recessions on U.S. imports we shall 
go on to consider why the effect on the balance of payments of other countries 
was much less severe in 1953-4 than in 1948-9. (See Chart I, p. 247.) 

Chart I shows the value of merchandise imports from all areas, from the 
Sterling area as a whole and from the U.K. We have excluded military 
expenditures in foreign countries* as these are not directly affected by reces- 
sions. It is obvious from the chart that the 1948-9 fall in imports was much 
more marked than the fall up to the first quarter of 1954. Measuring from 
the peaks prior to each recession as shown in Chart I, the reduction in total 
merchandise imports at the lowest point in each recession was 21 per cent in 
1948-9 as against 13 per cent this time. But between the first and third 
quarters of 1948 average U.S. import prices fell by almost 10 per cent while 
this time they have been more or less stable.? These price changes account 
for most of the difference between the changes in the value of total merchandise 


1 During 1948 the Federal Reserve Bank Discount Rate in New York was raised by 
successive stages from 1.22 per cent to 1.50 per cent and no attempt was made to reduce it 
ee, acl NN Ucd ee discount rate was raised from 14 per cent to 2 per cent in 

anuary, ° was lowered first to 1} per i 
Jam pet } per cent in January, 1954, and then to 1} per 
2 See footnote 2 to Table 6. o 
* A more detailed discussion of some of the factors affecting world raw material 


\ 
in the latest recession appears in the following article. i ie 
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imports in the two recessions: in both recessions the fall in the volume of 
imports was similar. It was the combination of falling volume and falling 
prices in the 1948-9 recession which caused the more serious decline in the 
flow of dollar payments for imports. 

The value of imports from the Sterling Area in 1948-9 fell by 38 per cent 
and those from the U.K. by 36 per cent: and in 1953-4 both have fallen by 
23 per cent. In both recessions the fall in merchandise imports from the 
Sterling Area was very much greater than the fall in merchandise imports. 
from all areas. As the Area’s exports to the American market are pre- 
dominautly raw materials, they are inevitably harder hit by a recession con- 
centrated mainly in business inventories. 

We have so far ignored U.S. military expenditures abroad. But it is of 
considerable importance that these expenditures, which are not directly 
affected by a recession, now bulk so large as a source of dollars. 


TABLE 5 
U.S. Imports of merchandise and military expenditure abroad ($ millions) 


All areas Sterling Area United Kingdom 
Merch- Mili- Merch- Mili- Merch- Mil- 
andise tary Total | andise tary Total | andise tary Total 
1948 TV. .<| 1,944 ~ 194 2,138 324 7H | 351 85 17 102 
1949 Tree) Loin ATO) «2,054 364 21 385 102 13 115 
Eee | 3070 276. | 1851 283 17 300 64 8 WE 
THE 15902 13355 L669 224 16 240 65 7 72 
DV ofa 1335581926 290 24 314 63 14 77 
1953 Peer 2,797 @ 904 3,301 446 61 507 133 42 175 
TI <.-| 2,882 600) 3,482 461 77 538 137 56 193 
PVT es 47029 Oss 3,392 403 68 471 146 47 193 
TV a2, 590, sO 90S 27.5 391 GZ 463 128 53 181 
1954 Tee 12) Olsen 63,130 358 89 447 112 68 180 


Source: U.S. Department of Commerce: Survey of Current Business. 


In Table 5 military expenditures in foreign countries are added to merchandise 
payments. As military expenditures were small and falling in the 1948-9 
recession, the percentage falls in the totals was similar to the percentage falls 
in merchandise imports. But in the 1953-4 recession, the picture is very 
different. Military expenditures were large and rising: the fall in imports 
from all areas, including military expenditures, was 10 per cent against a 13 
per cent fall if military expenditures are excluded. Similarly, the fall in the 
total imports from the Sterling Area was 17 per cent, compared with a fall 
in imports (excluding military expenditures) of 23 per cent. And the U.K. 
was even more favoured : the fall in U.S. imports (including military expen- 
ditures) was as little as 7 per cent ; but when military expenditures are 
excluded the fall was 23 per cent. 

Thus the smaller reduction in the payments for merchandise imports, 
and the greatly increased military expenditures, are part of the explanation 
of the comparatively slight effect of the latest recession on the balance .of 
payments of other countries. In addition, it can be argued that the changes 
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in U.S. balance of payments between the two recessions were such that even 
if the fall in total imports had been as great as in 1948-9, the consequences 
for other countries would not have been so severe. 

The changes between 1948 and 1953 show up quite clearly in Table 6. 
The balance on goods and services (excluding unilateral military transfers), 


TABLE 6 


United States Balance of Payments 1947-53 
$ billions 


1947 1948 1949 1950 1951 1952 1953* 


Export of goods and services : 


Total aa ane Ao ea (1) ES 817.0 STOO 1454 F202 e206 Boe 
Less Unilateral military transfers*... (2) 0.1m 04° 20:20 0.606 baltS ype 2. Gwin 
Net Total aes ane “sep (Oe O70 16.6. 905.8) oS ol eee OLS 
Imports of goods and services : 
Military expenditures we» (4) 0.5 0.8 0.6 0.6 AS 1.9 Z-5 
Other ... ae Ate - (5) 78 9:5) 9.0 lis 313 8a 1s. Geeta 
Total wee Ce e(O) 83° 810:3" “9:67 92.1 SYSsiee 15:8 8 t6:8 
Balance on goods and services (net 
outflow (—)) ee Bt .. (7) 411.4 +63 4-62 41.7 +3. 42.3 —# 
United States private capital (net 
outflow (—)) Roe we. eee (8) —1.0 —0.9 —0.6 —1.3 —1.1 —1.1 —0O.1 
Other unilateral non-Govt. transfers 
-+-errors and omissions (net outflow 
—)) ... a eee eae .. (9) +0.3 40.3 +0.2 —04 —3% —3 —0.4 
Overall Balance (net outflow (—)) ... (10) +10.7 +5.8 +5.7 —*% 42.7 +1.2 —0.5 


The financing of the overall balance : 
U.S. Govt. credits and grants (ex- 
cluding military transfers) ... ... (11) —8.84 —4.6 —5.6 —3.6 —3.1 —2.4 —2.0 
Increase (+) or decrease (—) in fore 
ign gold and dollar assets through 
transactions with the U.S. ... ... (12) —1.9 —1.2 —0.1 +36 +404 41.2 42.5 


1 January—September data at annual rates. 

2‘ Unilateral military transfers’ which appear on the export side of table 6 (line 2) 
consist of military end items (mainly tanks, guns, ammunition and aircraft) which were 
transferred directly to foreign countries and for which no external payments arose. Because 
of this they are excluded from the balances in tables 6 and 7. ‘ Military expenditures ’ 

which appear on the import side of table 6 (line 4) consist of purchases in foreign countries 
by U.S. forces and military agencies both for use abroad and for import into the U.S.A 
They also include the spending of U.S. troops in foreign countries and 40 per cent of the 
total cost of basic military installations under N.A.T.O. paid for by the U.S.A. These are 
included in total imports because they do give rise to external payments, and are a source of 
dollars to foreign countries. 

Fe Less than $50 million. 

Includes $3.1 billion for subscription to International Monetar = 
national Bank for Reconstruction nae Development. es ag ee 

Souyce : Economic Report of the President, January, 1954. 


of the U.S. with the rest of the world as shown in line 7, has swung from a 
huge surplus in the years 1947-9 to a balance in 1953. The overall balance 
(here defined as the balance on current and capital transactions which was 
financed either by non-military aid or by a flow of gold and dollar assets) in 
line 10, has also deteriorated markedly, and there was actually a small deficit 
in 1953. The consequences of this deterioration (which represents, of course 
an improvement in the rest of the world’s payments position with the U.S.) 
can be seen in lines 11 and 12, which show how the overall surplus or deficit 
was financed. Line 11 shows non-military aid, which was very high in 1947 
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and apart from 1949 has been falling ever since. Yet despite the very high 
levels of aid in,the early years of the period the overall surplus was so high 
that there was a net outflow of foreign gold and dollar reserves into the U.S. 
in each year up to 1950. In 1950-53. the deterioration in the overall balance 
was so great that despite the steadily falling level of aid foreign countries were 
able to increase their gold and dollar reserves (as a result of transactions with 
the U.S.) in each of these years. 

Table 7 gives similar data for the Sterling Area, and continental Western 
Europe and dependencies. In both cases the overall U.S. balance has deterior- 


TABLE 7 


U.S. Balance of Payments with the Sterling Avea and Continental Western Europe, 
7948-53 
($ billions) 


Equivalen 
line in 
Table 6 1948 7949 7950 1951 1952 1953* 


With the Sterling Area* 
Overall Balance ... woe (20) 22.0 +16 —0.3 +0.7 +0.8 —0.5 
The financing of the over- 
all balance : 
U.S. Govt.Non- Military 
credits and grants - (li) -—09 —1.1 —0.7 —03 —06 —0.5 
Increase (+) or decrease 
(—) in foreign gold and 
dollar assets® ... .. (12) —10 —04 +10 —04 —0.2 +0.9 


With Continental W. Europe 
and Dependenctes* 
Overall Balance ... -- (10) +3.0 +3.2 +1.2 +1.5 +04 —0.5 
The financing of the over- 
all balance: 
U.S. Govt. Non-military 
credits and grants .. (11) —2.8 —34 —2.2 —1.8  —1.1 —0.8 
Increase (+) or decrease 
(—) in foreign gold and 
dollar assets® ... she ZA) —0.2 +0.2 +0.9 +0.3 +0.7 +1.2 


1 January—September data at annual rates. ' 

2 ise aeonane coverage, see Survey of Current Business, December 1952. 
3 Includes gold transactions with the U.S. only. 

Source: Economic Report of the President, January, 1954. 


ated significantly over the period, and aid has decreased. The marked improve 
ment in the trading position of these areas is reflected in the movement of the 
gold and dollar reserves. It should be noted, however, that given the de- 
clining level of non-military aid, the improvement in the Sterling Area’s 
position was not sufficiently great to prevent an outflow of dollar reserves in 
transactions with the U.S. each year except 1950 and 1953. The continental 
Western European area, largely because of a higher level of non-military aid, 
increased its dollar reserves in transactions with the U.S. every year after 1948. 

Part of the deterioration in the U.S. balance of payments can be accounted 


for by price changes. 


1 Comparable 1947 figures are not available. 
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TABLE 8 
Indices of unit value of U.S. trade 
1947 1948 1949 71950 7951 1952 1953 


Imports... Soc mo ee)! 100 95 103 130 123 117 
Bapoite ae nee pete} 100 93 90 103 102 102 


The movement of the terms of trade against the U.S., which began in 1950, 
can in large measure be attributed to the rise in raw material prices following 
the war in Korea and the U.S. stockpiling policies. Although average import 
prices have fallen considerably since 1951, they were still some 17 per cent 
above the 1948 level in 1953, while export prices were only 2 per cent higher. 
As the value of exports of goods and services (excluding unilateral military 
transfers) was roughly the same in 1953 as in 1948, there can have been no 
great change in the volume of exports between these years. There must 
have been, however, a marked increase in the volume of imports between 
1948 and 1953: import prices were 17 per cent higher, but the value of 
imports was no less than 60 per cent higher. The value of imports (line 6, 
table 6), apart from a fall in the 1949 recession, have risen in each year after 
1947. The value of exports (line 3) have fluctuated considerably, but there 
has certainly been no consistent increase. 

The major reason, then, why a U.S. recession in 1953 was not nearly so 
serious for the balance of payments of other countries as was that of 1948-9, 
is that in 1948 their payment situation with the U.S. was so critical that 
the fall in exports to the States was enough to provoke a crisis. The 
fact that the fall in exports to the U.S. in the 1949 recession was considerably 
larger than the fall in 1953 is relatively unimportant. By 1953 their payments 
situation had improved so much that even an equivalent fall in U.S. imports 
would not have had similar drastic consequences on dollar reserves. It is 
not, however, possible to say that the world in 1953 has reached a permanently 
stable position in its trade with the U.S., nor that the constantly recurring 
dollar crises are over. It is clear that the rest of the world is still heavily 
dependent on ‘exceptional’ flows of dollars from the U.S., whether they be 
in the form of military expenditures, or in the form of non-military credits 
and grants. In addition, there has been a great increase in the ‘ export’ of 
military goods which are supplied by the U.S. to other countries without 
dollar payment. If, for any reason, these aids were to be curtailed, the 
consequences on the balance of payments position of the rest of the world 
with the U.S. would be extremely serious. 

CoLIn BRUCE. 


E. B. Grss. 


THE RECENT UNITED STATES RECESSION AND THE 
STRENGTH OF PRIMARY PRODUCT PRICES! 


I. THE NATURE OF THE PROBLEM 


Much interest has been aroused recently by the apparently paradoxical 
strength of primary product prices during the United States recession. At 
the time of writing, of course, the recession has been neither very deep nor 
very prolonged. Nevertheless, it had been generally taken for granted that a 
slight recession in the U.S. would cause severe repercussions in the rest of 
the world, and it was fashionable to quote, in this connection, the mild reces- 
sion in the U.S. in 1949. The fact that primary product prices have, on the 
whole, been rising during the latest recession has given rise to the presumption 
that the effects of this U.S. recession have been offset by the more or less 
simultaneous rise in the level of economic activity in Europe. The object of 
this paper is to investigate this view. In doing so, however, it will be found 
necessary to consider certain other factors which may have been important. 


II. Basic Data 


First, what are the key facts about (1) the U.S. recession, (2) the rise in 
European activity, and (3) the strength of primary product prices ? 
(a) The U.S. recession® 

Since about mid-1953 the major economic indicators in the U.S. have 
been declining. Total industrial production began to decline from July 
1953, and during the following nine months fell by about 10 per cent. Gross 
private domestic investment has fallen by about 20 per cent since the second 
quarter of 1953, unemployment has risen above the normal seasonal level, 
and business inventories have been declining since the last few months of 
1953. In the agricultural sector of the economy, on the other hand—of vital 
importance in the U.S.—farm incomes (which form about 8 per cent of U.S. 
gross national product) experienced their usual seasonal increase up to 
October 1953, and the usual seasonal decline has set in since then. As a 
result of these various movements, G.N.P. has fallen by about 4 per cent 
between the second quarter of 1953 and the first quarter of 1954. During the 
last month or so, however, there are some signs that a revival may soon take 
place. 
(b) The European revival 

In Western Europe, the picture is very different. After a prolonged period 
of stagnation in industrial production a revival began in the middle of 1953 
and by the fourth quarter of 1953 industrial production was about 8 per cent 
above the corresponding quarter of 1952. All major sectors seemed to 
have shared in the revival but to varying extents. The greatest increases 
have taken place in consumer goods industries and in the chemical industries. 


1 I am indebted to Mr. H. Lohmann for valuable assistance with the compilation of data. 
2 All the data given in the following paragraph are seasonally adjusted, Sources : mainly 
‘ Economic Indicators’ and ‘ Federal Reserve Bulletin’, 
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Agricultural output in 1953-54 has also been much higher than in the previous 
year. Building has continued to increase in most countries, exports have 
been increasing, and defence expenditures have also increased though at a 
reduced rate. Taking all these and other factors into consideration, it is 
reasonably certain that the combined G.N.P. of Western Europe (which is 
probably about half that of the U.S.) has increased by a significant amount 
since mid-1953. 


(c) Primary product prices 

A more detailed analysis of the prices of various primary products will be 
given below. At this stage, it suffices to say that ‘sensitive’ world com- 
modity prices! have been rising more or less steadily since August 1953 and 
by April 1954 had reached a point about 10 per cent higher than in August 
1953 ; Moody’s index (relating to U.S. markets) shows a somewhat greater 
rise and Reuter’s (relating to British markets) a somewhat smaller rise. 
But there are considerable differences between individual products. Prices 
of beverages, particularly cocoa and coffee, have shown considerable increases; 
the prices of other products (rubber, wheat, sugar, copper, hides and skins) 
have fallen by significant amounts; and textile fibres and most metals have 
been just about holding their own. Nevertheless, whichever of the usual 
aggregate indices is chosen, the general trend during the last nine months is 
upward. 


III. U.S. AND WESTERN EUROPEAN IMPORTS 


If, for the sake of simplicity and brevity, one considers the imports of 
the U.S. and Western Europe from all other countries of the world combined, 
excluding Canada and Eastern Europe (referred to henceforth as ‘ rest of 
world ’), one has a fairly good approximation to their imports from primary 
producing areas. 

At current prices, United States imports from the rest of the world 
certainly declined in the second half of 1953 below the level of the corres- 
ponding period of 1952, but the decline was only pronounced in the last 
quarter of 1953. In the first quarter of 1954 the value of U.S. imports from 
the rest of the world recovered somewhat but was still well below the level 
of the first quarter 1953. Europe’s imports from the rest of the world, on the 
other hand, have increased steadily since mid-1953 and were higher in each 
quarter than in the corresponding quarters of a year earlier. Taking the 
whole three quarters mid-1953 to March 1954 the value of U.S. imports 
from the rest of the world was $330 million lower, and the value of European 
imports was $350 million highert, han in the corresponding nine month 
period of 1952-53. 

An analysis in ‘ real’ terms can only be made with considerable reserve 
for the price deflators which have to be used are those relating to the imports 
of the U.S. and of Western Europe from all other countries. Nevertheless, 


1 Financial Times Index of Sensitive World Commodity Prices, 
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for what it is worth, such an analysis shows that at constant (1950) prices 
the direction of the above changes in the current values of imports from the 
rest of the world are not altered by the conversion to ‘ volumes’, the main 
change being to reduce the magnitude of the fall in U.S. imports in the whole 
nine month period relative to the rise in European imports (see Annex Table 
A). In fact, the ‘ volume’ of Europe’s imports from the rest of the world in 
this nine month period appears to be some 12 per cent higher than in the 
corresponding period of 1952-53. An important point to be borne in mind is 
that Western Europe is twice as important as the U.S. as a market for primary 
producing countries taken as a whole. Consequently, the volume of exports 


TABLE I 


Approximate Changes in U.S. and Western European Imports from Rest of World: at 
Constant (1950) Prices? 


Change in $ million over corresponding quarters of 1952-53; 
$ million, quarterly totals 


3rd Qtr. 4th Qtr. 1st Qtr, 

1953 1953 1954 

United States cist eas + 30 —180 —110 
O.E.E.C. Countries 385 +370 +330 +240 
Total a Soe os +400 +150 +130 


1 Excludes each other, Canada and Eastern Europe. 

2 Current values deflated by average value of U.S. imports from all sources and average 
value of O.E.E.C. countries combined imports from all non-member countries. 

Source. O.E.E.C. Statistical Bulletins, Foreign Trade, Series I. 


of the rest of the world to the U.S. and Western Europe combined has been 
rising during the last nine months or so and, during this period, has been 
much higher than the corresponding period in 1952-53. 

Table II provides a rough overall picture of the situation for the main 
products. Of the eleven products shown nine of them are products of which 
the United States is a significant importer. With the sole exception of coffee 
and tea, U.S. imports of all these nine products have declined since the 
second quarter of 1952. 

During the same period of time, Western Europe’s imports of eight of the 
eleven products listed have increased. But the two products which are the 
exceptions for U.S. imports (i.e. U.S. imports rose) do not coincide at all 
with the three that are the exceptions for the European imports (i.e. the 
European imports fell). Thus, five products (Class IT) show the U.S. imports 
and European imports moving in the same direction. Consequently, only 
four products are left (Class I) for which European imports rose while U.S. 
imports fell. And for these four products, prices fell in two cases, even though 
the rise in European imports had more than offset the fall in U.S. imports. 
In short, it is not possible, at least as far as the products examined are con- 
cerned, to establish, on a product by product basis, that a rise in European 
imports offsetting a fall in U.S. imports has been responsible for a rise in 


prices, 
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TABLE II : 
Synoptic Table of Selected Developments in Individual Primary Products 


Combined ; 
Class Product U.S. European Combined Price 
‘Imports Imports Imports 

I Crude Rubber F R Tr f 

Crude Oil f Tr T f 
Copper F R F unchanged 

Line. f R Tr x 

II Sugar f f f f 

Coffee T Tr it R 

Cocoa F f F R 

feaer: as r R R R 

Raw Wool ... F f F f 

III Raw Cotton a as Sak ¥ r Tr 

Raw Jute ... B00 Ae sae R ia r 


Note. F and R mean ‘ fell’ and ‘ rose’ respectively. Capital letters indicate ‘ much’ 
and small letters indicate ‘ little ’. 

1 The definition of ‘ rose ’, ‘ fell’, etc., depends firstly on the time period envisaged. For 
the above table, the reference period is the 2nd quarter of 1952, and an item is considered 
to have ‘ fallen’ if the figures in the following three quarters show a more or less steady 
decline since that period or if any upturn in any one of the three quarters failed to bring 
that item above the level of the reference period. No correction is made for seasonal varia- 
tion since it cannot be established that a seasonal fall in say, quantities imported, has no 
effect on prices. 


2 The U.S. is a major net exporter of cotton, and is important in the jute market only as a 
major importer of jute manufactures. 


Sources. For sources, and data relating to U.S. and Western European imports, see 
Annex, Table B. 

On the other hand, the presumption that the rise in Western European 
imports contributed to the general maintenance of primary product prices, 
is far from discredited by the above table. First, as pointed out already, 
Western Europe’s imports of eight of the eleven products did rise. Secondly, 
European imports of the two products, cotton and raw jute (Class III) also 
rose, and though the U.S. is not a prominent importer of either of these 
commodities, they are still relevant to any appreciation of the general strength 
of primary product prices. Finally, insofar as discussion is concerned with 
aggregate indices of primary product prices, the degree to which individual 
prices rose or fell is just as important as any other feature of the price changes. 
Thus, ideally, one should make allowance, for example, for the beneficial 
influence of the rise in European imports on the price of those products 
whose prices fell but by smaller amounts than if European imports had also 
fallen. Nevertheless, it is clear that the offsetting increase in European 
imports cannot provide a complete explanation of the markets of primary 
commodities. It is necessary to consider certain other factors at work in 
these markets. 

IV. Orner Factors 
(a) U.S. price supports, and stockpiling operations 

The existence of price supports in the U.S. for a wide range of products 
has been a stabilising influence, as the chief result of a fall in overall demand 
has been an increase in U.S. government stocks of the products concerned, 
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There can be little doubt that if the U.S. government did not carry out such a 
policy and had not exercised such restraint and caution in investigating 
means for disposing of excess stocks, prices of many products would have 
been much weaker. The most important examples of the influence of U.S. 
price supports are grains, wool, cotton and certain dairy products. The price 
of wheat has been influenced, of course, by the International Wheat Agree- 
ment, but there is little doubt that if the U.S. government were not prepared 
to hold enormous stocks of surplus wheat, its price would be much lower 
than at present. With rice, the situation is even more complicated for not 
only does the U.S., which is a net exporter, support the price of domestically 
produced rice, but trade in rice between Far Eastern countries is subject to 
many government to government agreements—often on a more or less barter 
basis. Nevertheless, there has recently been a considerable easing in the 
price of rice, due partly to increased output and partly to the fact that a part 
of the world surplus of wheat has been finding its way into certain Far 
Eastern countries where it constitutes a substitute for rice. 

The effect of U.S. price support operations on textiles is equally important. 
The U.S. is, of course, a predominant exporter of cotton. The U.S. imports 
only a relatively small amount of longer staple Egyptian cotton. U.S. cotton 
exports are now sold at the U.S. support price so that the main effect of a fall 
in U.S. internal demand is simply to increase the amount of government- 
held stocks. Most of the rest of the world’s cotton exports are usually sold 
at a price which bears a roughly constant relationship with the U.S. price so 
the prices of the rest of the world’s cotton exports have also been kept more or 
less stable, though the recent revival in European and Japanese imports 
has, of course, contributed to this result. With wool, of which the U.S. is 
both a major producer and importer, the U.S. domestic wool price has 
remained fairly steady at about the support level, however, and the effect of 
the continued fall in U.S. consumption of wool has mainly been to increase 
the quantities of domestic wool which the U.S. government has acquired in 
the course of its support operations. But even prices of non-U.S. wool have 
remained firm. The fall in the U.K. price of wool is no doubt partly due to 
declining freight rates. 

In a slightly different category is the U.S. stockpiling policy. By the 
middle of 1953 the markets were already beginning to discount the approach- 
ing termination of U.S. purchases for strategic stockpiling. But later special 
U.S. purchases of certain products (tin and copper) plus the announcement 
in March 1954 of new stockpiling authorisations helped to bolster up many 
markets, particularly the metals. 


(b) The supply position 3 

The strength of certain prices is also partly due to reductions in supply. 
These have been most pronounced for coffee, cocoa, and tea, which have 
shown the most marked increases in prices. Brazil’s coffee output had been 
reduced by frost in 1953, and there was a fall in cocoa production in West 
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Africa. In India, unfavourable weather and restricted pluckings had caused 
a fall in tea output. Other important reductions in output have taken place 
in raw jute and, towards the end of 1953, in U.S. copper, lead and zinc. The 
decline in raw jute output in Pakistan is a direct reaction to a preceding (1952) 
fall in price. The government of Pakistan was obliged to enforce acreage 
restriction in order to cut the financial burden of its price support system. 
Anyway, as far as jute is concerned, demand is more sensitive to variations in 
agricultural output rather than industrial output, and agricultural output in 
Europe rose considerably in 1953. 

Conversely, the weakness of certain products seems to have been due more 
to increased output than to a fall in demand. This is particularly apparent 
with the foodstuffs such as grains, rice, butter and cheese. The weakness 
of these products, which is reflected in the accumulation of stocks in the 
U.S. and elsewhere, has not been due to any shifts in demand, since demand 
for food products has not apparently been affected at all by the U.S. recession. 


(c) Changes in demand 

For some products, demand seems to have increased in response to 
preceding falls in price. One well-known case is rubber, the price of which 
seems to have been steadied, after a prolonged decline, at a level slightly 
below that of synthetic rubber. Similarly, the demand for jute appears to 
have been stimulated not only by the overall increase in demand for products 
such as bags for agricultural use but also by the improved competitive position 
of jute against substitutes such as paper in the production of such products. 
Further, the revival in demand in Europe, particularly for textiles, was prob- 
ably aided by the impression that the fall in prices of most raw materials 
which had been continuing for over a year could hardly continue much 
longer. 


(d) The level of stocks 

The position of various industrial raw materials, including textiles, had 
also to some extent been strengthened by the low levels of stocks in many 
important consuming countries. This was largely the aftermath of the slump 
in primary products prices which began early in 1953 with the prospects of a 
Korean armistice. By the middle of the year, there was consequently little 
room for further speculative reduction in stocks following the conclusion of 
the armistice or the growing prospects of a slackening in U.S. activity. The 
low level of stocks of several products provided a basis for a rapid strength- 
ening of prices once other factors, such as the European revival, came on to 
the scene. 

V. CONCLUSIONS 


This review suggests that the general strength of primary product prices 
throughtout the period of the recent U.S. recession has been due to 
various factors. Chief among these has been the revival in Western Europe’s 
economic activity and imports from primary producing areas at the same 
time as the U.S. has been suffering from a recession. 
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But other factors have also played a part, such as— 
(i) a reduction in supply of certain products ; 

(ii) an increased demand for certain products in response to earlier 

declines in prices ; and 

(iii) the low level of stocks of some products in 1953. 

Each of these three factors can be partly attributed to the earlier collapse of 
the post-Korean boom. First, the heavy fall in prices was certainly 
largely responsible for the heavy reduction in jute output and for checking 
the output of the metals and of tea. Secondly, the increased demand for 
certain products, such as jute, and the recent strengthening in demand for 
wool and cotton is also probably a reaction, to some extent, to the earlier 
decline in prices. Thirdly, the low level of stocks of many products in 1953 
may also be partly due to the decline in prices in the preceding year, causing 
stocks to be run down until it was felt that prices had more or less reached 
a floor. 

Furthermore, the most interesting aspect of the situation, namely, the 
revival in European activity, is probably also partly due, to the post- 
Korean fall in primary product prices. For the result of the fall since 
1951 in primary product prices has been a substantial improvement in Europe’s 
terms of trade. From the second quarter of 1952 to the second quarter of 
1954, Western Europe’s terms of trade improved by no less than 23 per cent, 
which cannot have failed to have an impact on the real income of consumers 
in the main raw material importing countries of the world. It is also possible 
that consumers’ demand has been further stimulated by one of those shifts 
in the propensity to consume following a period of significant price changes 
which have characterised consumers’ behaviour in post-war years. It is 
particularly important, in this connection, to bear in mind the fact that the 
revival in European activity in 1953 has been particularly marked in the 
consumption industries, notably textiles. 

Certain U.S. policies have also helped to modify the effects of the 
recession. First, the prices of several commodities have been strengthened 
by U.S. government price support action, and the recent recognition 
of the need to avoid harmful effects on world markets in the management of 
strategic stockpile policies and in the disposal of surplus stocks of agricul- 
tural produce. Secondly, the rise in European activity and imports has been 
facilitated by the continued strengthening of Western Europe’s dollar balance 
and gold and dollar reserves, aided by an increased flow of exceptional dollar 
resources to Western Europe (as to the rest of the world) in the form of 
military aid, offshore purchases and local troop conversions. Thus, the 
non-dollar world in general, and Western Europe in particular, has not been 
obliged to put the brake on internal expenditure at the first sign of a recession 
in the U.S. On the contrary, the easing of the payments situation has enabled 
many European governments to take deliberate measures. such as tax reduc- 
tions, to permit an expansion of consumers’ incomes. There is nothing in 
this feature of recent developments, however, to suggest that it is likely to 
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become the normal sequence of events, whenever there is a recession in the 
Uso! 

Insofar as the preceding fall in primary product prices has aided, in 
various ways, the present strength in primary product markets, the moral 
of the story from a purely theoretical point of view is the importance of 
price changes and, above all, the timing of these price changes in cyclical 
fluctuations. Consumers tend to be rather cold-shouldered in trade cycle 
theory. True, their propensity to consume is allowed to vary—but almost 
entirely in response to income changes which are, in turn, largely determined 
by investment. The possibility of important changes in the level of con- 
sumption, such as those which have characterised the whole post-Korean 
period, in response to price changes which have affected both real income 
and possibly also the propensity to consume, is usually neglected. Presumably, 
the difficulty is one of incorporating, in a satisfactory manner, SSO in 
terms of trade in neat trade cycle models. 

From a practical point of view, the moral of the story seems to be 
that if the U.S. recession had come at a later date, the impact might 
have been much more severe, for many of the factors responsible for the 
strength of primary prices seem to be related to the preceding fall in 
prices following the end of the Korean boom. One of these factors, 
namely, the stimulation of European demand through improved terms of 
trade and a possible increase in the propensity to consume, has been 
further assisted by the flow of exceptional dollar resources to Europe. Thus, 
the fact that the recent recession has not had severe repercussions on primary 
product markets cannot be taken as a sign that the customary assumption 
concerning the sensitivity of the rest of the world to a change in the level of 
U.S. activity should be discarded now on account of the recent events. It 
would indeed be rash to assume that there will be a boom in Europe every 
time there is a recession in the U.S. 


Paris W. BECKERMAN. 


1 See my article ‘ A Note on Variable Prices and Foreign Trade M 
Economic Studies, Vol. XXI (2) No. 55, p. 163, footnote 2 aS POP a aca 
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ANNEX 


Table A—U.S. and O.E.E.C. Countries Imports from Rest of World» 
$ billion ; Quarterly totals 


1952 1953 1954 
7 2 3 4 7 2 3 4 7 
I. Current Prices: 
U.S.A. Ee peeled de DO me oO Ol) 1:66 2.626 4978139812 156 
Western Europe Pel 3.09) 93:32; 2:89) 93:07 43:25 3.40) 32057 93:21ai23330 
Total Sey ...| 5.36 4.91 4.39 4.68 | 4.91 5.02 4.54 4.60 | 4.86 


II. Constant (1950) Prices* 
U.S.A. we con) L 4S See 2ometaO } 1.46 1.43) (453158 1227 181035 
Western Europe sere 2nd 42.59 e259 2.04 || 2:79" 3:03" (2°76 ~2:98) |43.03 


Total one .--| 4.17. 3.92 3.67 4.04 | 4.25 4.46 4.07 4.20 | 4.38 


1 Excludes each other, Canada and Eastern Europe. 

2 Current values deflated by average value of U.S. imports and average value of Mem- 
ber Countries combined extra-European imports. 

Source: O.E.E.C. Statistical Bulletins, Foreign Trade, Series I. 
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